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by the variety of economic climate which prevailed dur- 
ing 1954, the United States economy appeared to rival 
the annual seasonal pattern of nature’s own climate. Dur- 
ing the course of the year our economy passed through 
three distinct phases. An over-all downward trend, which 
had its origin in the last half of 1953, continued into the 
early summer of 1954. During the third quarter the de- 
cline was stopped, on balance, and a season of almost 
general stability developed. Finally, in the autumn of the 
year a relatively strong economic recovery became evi- 
dent and that was the note upon which this changeable 
year ended. The cycle was incomplete, however, in the 
sense that the strength of the recovery was still too short- 
lived to be determinant. The answer as to whether or not 
we are to enjoy a fourth season will be determined as 
1955 progresses. 


For 1954 as a whole the gross national product totaled 
$357 billion, only 2 percent below the record output of 
1953. Thus, despite the fluctuations during the year, the 
over-all characteristic was one of considerable stability. 
This stability, however, was at a slightly lower level of 
activity than that which has characterized some _ post- 
World War II years, although, as a result of continuing 
growth in the economy and its capacity to produce, the 
output and consumption of goods and services were at 
near record levels. The significant difference was that in 
1954 there was some unemployment and unused capacity, 
and the rate of economic growth was slowed. 


Just as the use of the aggregate of gross output for the 
year as a whole conceals fluctuations in output during the 
year, so also it obscures offsetting trends in the individ- 
ual accounts which comprise the total. It is of great sig- 
nificance that the fluctuations in economic activity dur- 
ing the year were limited to certain sectors of the econ- 
omy rather than general in scope. This was particularly 


noticeable in the downward adjustment which began in 
mid-1953. 


Government expenditures 


The most important single factor making for a lower 
level of economic activity during 1954 was a continua- 
tion of the downward trend of Government expenditures 
for national security. Such expenditures in 1954 were 
$8 billion below those of 1953. The downward trend con- 
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tinued as the year progressed and for the fourth quarter 
such expenditures were at an annual rate some $14 bil- 
lion below the peak reached during the second quarter of 
1953. On the basis of new defense contracts, however, it 
appears that this sharp downward movement in defense 
expenditures will not continue into 1955. 

The reduction in national security expenditures was 
offset to some extent during 1954 by an increase in state 
and local government expenditures, most of which was 
accounted for by new highway and school construction. 


Private investment 


A second major downward influence during the year 
was a continuation of the liquidation of business invest- 
ment in excessive inventories. This liquidation continued 
on a large scale during the first three quarters of the 
year. During the last quarter the rate of liquidation was 
sharply reduced and this proved to be an important fac- 
tor underlying the economic recovery which became evi- 
dent during the late months of the year. 

Investment in new plant and equipment, although con- 
tinuing at a high level, nevertheless declined moderately 
during the year. This decline reflected, for the most part, 
a readjustment following the large growth in new pro- 
ductive capacity which resulted from the post-Korean de- 
fense expansion. New additions to productive capacity 
of $27 billion in 1954 were second only to the high of 
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$28.5 billion reached in 1953 and thus constituted an im- 
portant addition to the productive potential of the nation. 

In contrast to the other segments of private invest- 
ment, residential construction was an important source 
of strength in the economy, increasing further from al- 
ready high levels, particularly during the last half of the 
year. The expansion of residential construction was sup- 
ported largely by the ready availability of mortgage 
funds on terms which were exceptionally attractive to 
borrowers. Total residential construction for the year 
amounted to $13.3 billion, compared with $11.9 billion 
in 1953, and during the last quarter it reached an an- 
nual rate of $14.8 billion. 


Consumer expenditures 


The most important element in limiting the decline in 
economic activity and in making possible the recovery 
which followed was the maintenance of consumer spend- 
ing. This was also the case during the 1949 recession. 
Consumer spending for goods and services grew steadily 
during 1954 and reached new peak levels. This was par- 
ticularly true of nondurable goods, but purchases of dur- 
ables also increased during the later months of the year. 
Purchases of new automobiles, as the 1955 models be- 
came available, were a major factor in the resurgence of 
purchases of consumer durables. 

This strength in consumer expenditures was based 
primarily on an increase in disposable personal income 
and a strong liquid asset position. The increase in dis- 
posable personal income, despite a decline in national in- 
come, was of major significance and is largely attributable 
to reductions in tax rates effective at the beginning of the 
year and increases in unemployment compensation and 
old-age pension payments. The reduction in personal in- 
come taxes alone had the effect of saving taxpayers an 
estimated $3.0 billion. This reduction plus increases in 
Social Security benefits more than offset the reductions 
in wages and farm income which occurred during the year. 


Price stability an important characteristic 


Underlying the various forces making for strength in 
the economy during 1954 was the fact that both con- 
sumer and wholesale prices remained stable and, with 
few exceptions, were subject only to minor fluctuations. 
The monthly index of consumer prices moved within a 
range of less than 1 percent during the year. The whole- 
sale price index was down less than 1 percent at year- 
end, with moderate increases in the prices of nonagricul- 
tural products offsetting most of the decline in the prices 
of agricultural products. 

Price stability was a major factor in the moderation of 
inventory liquidation as the year progressed because it 
had the effect of minimizing the speculative element 
which so often in the past has widened inventory swings. 
For similar reasons the stability of consumer prices was 
important in the expansion of consumer expenditures, 
minimizing motivations to withhold purchases in antici- 
pation of lower prices. 
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The agricultural situation 


Agricultural production in 1954 continued at the high 
level established in 1953, with reductions in crop produc- 
tion being offset by increases in livestock production. 
Prices of crops under Government price support pro- 
grams were relatively stable but the prices of livestock 
and livestock products continued to decline. The average 
prices received by farmers in 1954 were approximately 
3 percent below 1953. Prices were relatively stable in 
the first five months of 1954 but declined continuously 
thereafter and by year-end they were 6 percent below a 
year earlier. With the total volume of farm production 
relatively unchanged and with prices lower, net farm in- 
come declined. 

Domestic demand for agricultural products remained 
strong throughout the year and there was some expan- 
sion of exports toward the end of the year. Total har- 
vests, however, were somewhat larger than expected do- 
mestie and foreign demand, so that further additions to 
already large carry-overs from previous seasons were 
expected. 


Foreign markets a sustaining factor 


Continuing gains in industrial production abroad, par- 
ticularly in Western Europe, added to the strength of 
world markets and made possible a moderate expansion 
of United States exports of goods and services to $17.5 
billion (excluding military aid shipments). Imports of 
goods and services, on the other hand, decreased 3.6 per- 
cent to $15.9 billion, with the result that a part of the 
brunt of decreased demand in the United States was 
borne by foreign rather than domestic suppliers. 


Monetary developments 


In order to encourage business revival and the contin- 
uation of economic growth, the Federal Reserve System 
pursued a policy of actively promoting credit ease until 
late in 1954. At that time the System adopted a some- 
what less easy money policy in response to evidences of 
a strengthening economic recovery. Partly as a result of 
the policy of monetary ease, the demand for many types 
of credit continued to grow. This was particularly true 
in the case of loans to finance new residential construc- 
tion, the availability of credit being a major factor in the 
increased activity in this line. Consumer credit, after de- 
clining early in the year, expanded during the last half. 
Repayments, however, were at a high level all year and 
as a result there was little change in total consumer credit 
outstanding. Business loans also rose sharply in late 1954, 
but this increase was not sufficiently large to offset earlier 
declines with the result that there was a small net decline 
for the year. Interest rates declined to relatively low 
levels by midyear, and then as the demand for credit ex- 
panded they firmed during the remainder of the year. 

New security flotations were at a record level, reflect- 
ing both a continuing confidence on the part of business 
and the investing public. Common stock prices rose 
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throughout the year as did the volume of trading. The 
upward trend in the stock market accelerated rapidly dur- 
ing the late months of the year and was a cause for some 
concern as the year ended. 


Twelfth District reflects national trends 


In general the economy of the Twelfth Federal Reserve 
District followed national trends during 1954. There 
were some important exceptions, however, reflecting 
primarily the fact that the District economy differs con- 
siderably from the composite of the nation as a whole. In 
some instances the District was able to fare better than 
the nation while in others its showing was poorer. 

On the negative side, an important difference resulted 
from work stoppages due to strikes. While strikes did not 
play an important part in the national picture, there were 
two strikes which were of importance to the District. A 
strike in the lumber industry during the summer re- 
sulted in a reduction in output for the year as a whole 
despite a very satisfactory level of production both be- 
fore and after the strike. The other strike—in the copper 
industry—had the effect of accentuating the effects of re- 
ductions in domestic demand earlier in the year. 

Also on the negative side was a larger decline in cash 
receipts from farm marketings in the District than in the 
nation as a whole. On the other hand, it was significant 
that the reduction in total defense spending had no 
greater effect than it did upon the District. The Twelfth 
District receives a relatively large proportion of national 
defense expenditures and, as might be expected, the cut- 
back in defense expenditures was an important depressive 
factor in the District economy during the year. The effect 
of this factor was cushioned, however, by a significant 
increase in the production of the District aircraft indus- 
try in response to a shift in the emphasis of the defense 
program to air power. 

In the Twelfth District, as in the nation, increases in 
state and local government expenditures cancelled out 
part of the decline in Federal expenditures, The District 
increase, however, was proportionately greater than in 
the rest of the nation owing to continued large expendi- 
tures for the construction of highways and schools made 
necessary by large population increases during and after 
World War II. District residential construction, while 
continuing at a high level, contracted somewhat from the 
1953 level. The direction of the national trend was fol- 
lowed in the District, but the decline in the first part of 
the year was more severe and the pickup after midyear 
apparently was somewhat more modest. Consumer ex- 
penditures for the year as a whole were well maintained 
and closely followed the national trend. By contrast, the 
foreign trade of the District made a much better showing 
than that of the nation. Exports were up well over 14 
percent in contrast to a modest gain for the nation, and 
there was a small gain in imports in contrast to a 6 per- 
cent decline for the nation. 
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Credit extended by District banks also followed na- 
tional trends to some extent but there were differences 
in magnitude. The rate of expansion of real estate loans 
was smaller than that of the nation. Consumer loans de- 
clined during the first three quarters of the year but 
tended to follow the small national increase at the end of 
the year. Business loans followed the national downward 
trend during the first half of the year but showed a small 
increase in the last half. 

On balance, the Twelfth District for the year as a 
whole seems to have fared somewhat better than the na- 
tion. The recovery during the late months of the year 
seems to have been somewhat more restricted in the 
Twelfth District than in the nation, but the earlier de- 
cline was also less severe and unemployment was pro- 
portionately smaller. A major factor in the more rapid 
economic development of the Twelfth District compared 
to the nation during the post-World War II period has 
been a continuing large in-migration and a high rate of 
new business formation. During 1954 there was some 
slowing down in this growth, although indications are 
that the declines were small. 


The problem at year-end—Can recovery be sustained? 


At the end of the year there was increasing concern in 
many quarters that the recovery which began late in the 
year rested on too narrow a base and could not be main- 
tained throughout 1955. It was pointed out that recovery 
was too largely dependent upon two factors—a high level 
of residential construction and a large increase in auto- 
mobile production. These two forces in turn were pri- 
marily responsible for stimulating recovery in a wide 
range of related industries. Because of the rapid increase 
in the number of new housing starts, some people feared 
that a saturation point was rapidly being approached 
despite attractive credit terms. In the case of automobile 
production, concern was expressed that the rate of pro- 
duction at the end of the year could not be maintained 
beyond the middle of the year. On this basis a case 
might be made for a slowing down of the rate of increase 
in order to “stretch out” the beneficial effects of the 
strong demand for housing and automobiles. This would 
allow the induced effects on related industries to be con- 
tinued for a longer period, thereby permitting a broad- 
ening of the recovery base. In this manner the induced 
demand would have a much better chance of becoming 
self-perpetuating if and when the demand for housing 
and automobiles declined. 

On the other hand, there were indications during the 
early part of 1955 that the recovery was leveling out 
somewhat. This has led many observers to the view that 
we need not concern ourselves about the recovery mov- 
ing too fast but, rather, our concern should be directed to- 
ward keeping it going. 

It may be stating a mere truism to say that “people do 
as people think” but, in referring to the economic ex- 
pectations of business and consumers, it has great sig- 
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nificance. A too rapid recovery could very well engender 
expectations which are doomed to ultimate frustration. 
Such expectations may find their expression, among 
other ways, in a rapidly rising stock market, only to dis- 
cover at a later date that the expectations are not well 
founded. Unfortunately, adjustments to unrealized ex- 
pectations in the past have characteristically been abrupt 
and have constituted a rather complete about-face, with 
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optimistic excesses being replaced by as great or greater 
excesses on the pessimistic side. 

Moderation in most matters has its own virtue. Should 
the current recovery prove to have tended toward a more 
moderate pace since the turn of the year, this might give 
it a longer life. It might also make it possible to realize 
higher average levels of economic activity and growth 
and make any future corrections more manageable. 





INDUSTRIAL ACTIVITY CHARACTERIZED BY A VARIED PATTERN OF EXPERIENCE 


Ypres District industrial developments in 1954 cov- 
ered a more varied range of experience than for some 
years. Recession and recovery constituted one pair of 
forces that led to differences in response among indus- 
tries. The mild decline in business activity which started 
in 1953 continued well into the first half of 1954, and 
clear signs of recovery were not apparent until fall. Man- 
ufacturing accounted for most of the decline in District 
business from 1953 to 1954, but construction, transporta- 
tion, and mining also contributed to the drop in activity. 
Some of the largest declines in manufacturing output oc- 
curred in the metals, machinery, automobile, and ord- 
nance industries. In contrast, aircraft, paper, and print- 
ing and publishing industries had better levels of activity 
in 1954 than in 1953. 


A decline in Federal spending contributed significantly 
to the reduced levels of activity in certain industries, in- 
cluding production at ordnance, steel, and metal fabricat- 
ing establishments. Military construction was also re- 
duced sharply in the District, and cuts in Federal civilian 
employment had a depressing effect upon the District 
economy. In contrast, the District aircraft industry has 
profited from a shift in emphasis in the defense program 
which started in 1953 and has taken the form of devoting 
a larger proportion of total defense spending to a build- 
up of the Air Force. Moreover, production facilities at 
most District aircraft plants were well suited to the par- 
ticular program adopted. 

Strikes, though of limited importance for the nation’s 
economy as a whole, either compounded existing difficul- 
ties or retarded recovery in some District industries. The 
lumber industry, which had quite a satisfactory level of 
activity early in the year, was beset by a strike during the 
summer involving more than one-fourth of its work force. 
Although post-strike demand and production were both 
strong, output slipped behind that of 1953 for the year 
as a whole. District copper production was also depressed 
by a widespread strike, though a drop in domestic de- 
mand was a more important factor in reducing output, 
particularly early in the year. 

Despite the decline in over-all business activity, the 
economic base of the District economy continued to grow. 
In-migration slowed from the very high rate of 1953, but 
preliminary data point to only a modest drop. Early in 
1954 there seemed to be a sharp decline in the inflow of 
new businesses to the District, but as the year progressed 


the number of new firms coming to the District grew sub- 
stantially. For the year as a whole, there appears to have 
been only a small decline, and firms with definite inten- 
tions to locate in the District in the near future seemed to 
be rather numerous at year end. The capacity of many 
industries already located in the District expanded dur- 
ing the year. The list is long, but a few of the more im- 
portant lines bear enumeration: automobiles, plywood, 
copper, aluminum, chemicals, and paper. 

Business activity in the District as well as in the na- 
tion improved significantly toward the end of 1954, in 
contrast to the weakness apparent in late 1953. In gen- 
eral, the District weathered the recession rather well, 
particularly in comparison with the nation. Although the 
decline in business activity was relatively mild in the 
country as a whole, it was considerably more pronounced 
than in the District. 


Employment in 1954—decline then recovery 


During 1954 the demand for labor declined in the 
Twelfth District as recessionary forces extended to most 
areas of economic activity. Several indicators reflect this 
general abatement of demand for workers. Average 
monthly nonfarm employment in the District declined 
1.5 percent from 1953 to 1954. Furthermore, hours 
worked by District manufacturing production workers 
decreased slightly, particularly between the first half of 
1953 and the first half of 1954. Slackening demand for 
workers also manifested itself in a higher level of unem- 
ployment. Pacific Coast unemployment in 1954 averaged 
29 percent, or 75 thousand workers, higher than in 1953. 
And most metropolitan areas in the District were classi- 
fied by the Bureau of Employment Security, United 
States Department of Labor as areas of moderate labor 
surplus. However, notable improvement in District em- 
ployment developed toward the end of the year. 

In general, the decline in employment in District in- 
dustries was more moderate than in comparable national 
industries between 1953 and 1954.1 The impact of the 
recession was felt more sharply in manufacturing indus- 
tries which were either more important elsewhere or 
largely located in areas outside of the District. More- 
over, further rapid population growth in the District 
bolstered activity in the Far West. 


1 For a more detailed discussion of this point, see the article in the December 
1954 Monthly Review, pp. 155-159. 
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During early 1954, District nonfarm employment con- 
tinued its decline from the mid-1953 peak, on a season- 
ally adjusted basis. In May, employment reached a level 
2 percent below the peak months of 1953 (Chart 1). 
Manufacturing and closely related activities as well as 
construction were the major contributors to these job 
losses in early 1954. The mid-year labor market dis- 
played signs of stabilizing in several sectors ; from June 
through September, however, this improvement was over- 
shadowed by the depressing effects of the important 
strike in the lumber industry in the Pacific Northwest. 
Year-end gains in a number of lines, after allowing for 
seasonal forces, brought the December job level to its 
highest point for the year, but it was still slightly below 
the peak of 1953. The stronger demand for labor resulted 
from a combination of circumstances: among them, the 
end of the lumber strike renewed activity in that indus- 
try; good weather permitted lumbering and construc- 
tion activity to continue longer than usual into the win- 
ter; a successful Christmas season bolstered trade em- 
ployment ; and the automobile assembly industry gained 
momentum in late 1954 as model changes were completed 
earlier than usual. 

The major losses in nonfarm jobs between 1953 and 
1954 occurred in manufacturing (particularly durable 
goods), construction,’ and transportation-utilities, as il- 
lustrated in Chart 2. Two sectors—notably services and 





1 California construction figures are in the process of revision. Preliminary revi- 
sions suggest a more moderate decline than is indicated by current data. 
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NONAGRICULTURAL AND MANUFACTURING EMPLOYMENT 
TWELFTH DISTRICT, 1953 and 1954 
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Cuart 2 
NONAGRICULTURAL EMPLOYMENT—TWELFTH DISTRICT 
(Percent change in average monthly employment, 1953-54) 
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the finance, real estate, and insurance group—increased 
their work forces during the year, and government and 
trade employment remained relatively stable. Demands of 
an increasing population for additional services and the 
growth of school enrollment helped to sustain employ- 
ment in these lines. In manufacturing, decreased Federal 
spending, inventory liquidation, and reduced consumer 
expenditures for goods in late 1953 and early 1954 in- 
duced job cutbacks in such industries as metals, ma- 
chinery, ordnance, and automobiles. Employment in most 
other durable and nondurable manufacturing industries 
also declined below that of 1953. In a few industries em- 
ployment in 1954 surpassed that of the previous year, 
namely, aircraft, paper, and printing and publishing. 
However, growth in aircraft jobs slowed down signifi- 
cantly during 1954. Since 1950, the aircraft industry has 
provided a rapidly growing source of jobs for the Dis- 
trict labor force. But in May 1954, aircraft employment 
reached its post-1950 peak and then declined slightly. 
Average monthly employment in the District aircraft in- 
dustry increased only 5 percent between 1953 and 1954 
in contrast to a 10 percent gain between 1952 and 1953. 
A more precise measure of changes in manufacturing ac- 
tivity is provided by production worker man-hours. As 
illustrated in Table 1, a declining utilization of man- 
hours between 1953 and 1954 was evident in the same 
industries as mentioned above. 

All areas of the District shared in the employment de- 
cline but in varying degrees. The sharpest drop in jobs 
from 1953 to 1954 occurred in Oregon where average 
monthly employment declined 3 percent. Employment 
fell 2 percent below the 1953 level in Washington and in 
the Intermountain region but only 1 percent in Cali- 
fornia. 


Construction activity fared less well in the 
District than in the nation 


Nationally, the construction industry had another boom 
year in 1954. Residential building recovered from its 
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late 1953 decline and the number of housing starts in 

~ 1954 rose 9 percent above the 1953 volume. Industrial 
construction outlays were slightly below a year ago, but 
their decline was more than offset by very large in- 
creases in expenditures for commercial, educational, re- 
ligious, and recreational construction. A rise in state and 
local government expenditures on schools, highways, and 
other projects balanced the sharp drop in Federal Gov- 
ernment construction outlays. 

Some of the factors behind the nation’s 1954 construc- 
tion record can be easily identified. The decrease in in- 
dustrial construction expenditures was probably asso- 
ciated with the drop in industrial production, although 
longer-run business expectations also exert a major in- 
fluence on industrial building. Population mobility, both 
from city to suburb and from state to state (with migra- 
tion into the Twelfth District a major component of this 
second type of mobility), has increased the need for high- 
way construction. The high birth rate in the nation since 
the end of the Second World War has contributed to the 
need for new schools. Finally, housing demand during 
1954 was stimulated by the easing of credit conditions in 
the residential real estate market, both on conventional 
and on government-guaranteed mortgages. 


The Twelfth District construction industry also had 
an active year, but there is evidence that construction out- 
lays were not so high compared with 1953 in the District 
as in the rest of the nation. Nationally, the sharpest de- 
cline in housing starts relative to the corresponding 
month a year ago was the 10 percent drop in February 
1954; but in the District, building permits indicate that 
housing starts may have been as much as 15 percent 
under a year ago early in the year. In addition, the drop 
in the value of Federal construction contracts awarded 
was sharper in the District than in the nation as a whole. 
Comparing the first nine months of 1954 with the first 
nine months of 1953, Federal construction contracts 
showed a 23 percent drop for the 48 states as a group, 
but a 28 percent drop for the seven states in the Twelfth 
District, and a 49 percent drop for the state of Wash- 
ington. As a result of these developments in the various 
sectors of the building industry, employment by con- 
struction contractors in the District was 5 percent lower 
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in the first half of 1954 than in the first half of 1953, 
whereas nationally employment was almost unchanged 
between the two periods. 

Even in the District, however, 1954 was far from a 
poor year for the construction industry. Both the num- 
ber of residential building permits and the number em- 
ployed by construction contractors picked up noticeably 
toward the middle of the year ; permits were higher than, 
and employment was nearly as high as, year-ago levels 
by the end of the third quarter. Furthermore, highway 
construction expenditures by District states were very 
large. For the first eight months of 1954 they exceeded 
the first eight months of 1953 by more than 20 percent 
in the District as a whole and by more than 40 percent in 
California. Finally, in spite of the different rates of change 
for the District and the nation in housing starts and in 
Federally-financed building contracts, construction re- 
mains a larger part of the District economy than it is of 
the national economy. As of the end of September, for 
example, about 7 percent of District nonagricultural em- 
ployees were engaged in contract construction, compared 
to 6 percent for the construction industry of the entire 
country. 

Contracts were awarded for a number of major con- 
struction projects in District states during 1954. Among 
them were natural-gas pipelines across the states of Utah, 
Idaho, Oregon, and Washington; navigation locks, a 
powerhouse, and generators in connection with The 
Dalles Dam across the Columbia River; mass housing 
projects in a number of District metropolitan areas ; and 
steam power plants at Salt Lake City, Utah, Las Vegas, 
Nevada, and Long Beach, California. 


Lumber production depressed by strikes 


The demand for Twelfth District lumber was at a high 
level during 1954, but a major strike in the Douglas fir 
region of the District cut the supply sharply from the 
end of June to the middle of September. The strike oc- 
curred primarily in the Douglas fir region and involved 
more than 60,000 workers out of a total of some 200,000 
in the lumber industry of the Twelfth District. Lumber 
production on a seasonally adjusted basis was buoyant 
during the first five months and reached a record high in 
the last quarter of 1954, but it also was extremely de- 
pressed during July and August. For the year as a whole, 
production was 4 percent lower in 1954 than in 1953. 

The principal support for the high level of production, 
apart from the effects of the strike, was the large num- 
ber of new houses built in the nation during 1954. Resi- 
dential construction constitutes the principal source of 
demand for softwood lumber, and national housing starts 
were estimated to be 9 percent higher in 1954 than in 
1953. The housing industry went through a period of 
weakness in late 1953, with an accompanying drop in 
lumber orders, production, and prices. It recovered rap- 
idly, however, and its 1954 level was much higher com- 
pared with the previous year than the level of production 
in the rest of the economy. 
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Because of the strike, production and new orders in 
the Douglas fir region were lower in 1954 than in 1953. 
The short supply caused by the strike and the high level of 
housing starts, however, brought fir prices up from the 
depressed levels that prevailed at the end of 1953. The 
Douglas fir price index rose by more than 15 percent from 
January to a peak in October, and was still 13 percent 
above the January level by December 1954. 

In the western pine region, new orders exceeded pro- 
duction during 1954. Both production and new orders 
were also higher in 1954 than in 1953; but prices rose 
only slightly during the year. One reason for the differ- 
ence in price behavior between the western pine and the 
Douglas fir regions is the fact that there was no strike- 
induced shortage in the western pine region during the 
year. A second reason is that during the depressed sec- 
ond half of 1953, pine producers did not go so far as fir 
producers in cutting back production to the level of new 
orders. Therefore, the pine region, in contrast to the fir 
region, entered 1954 with a fairly high ratio of inven- 
tories to new orders (compared with previous years), 
and this high ratio may have prevented producers from 
raising prices during the year. 

Production in the redwood region increased in 1954, 
as it has for every one of the last five years. Production 
of redwood, largely a specialty type of lumber the use of 
which has grown rapidly since World War II, is now at 
about twice its average level for the period 1947-49. 
Prices rose by more than 40 percent from 1947-49 
through 1953, and they went up slightly more during 
1954. 


Plywood capacity continued to expand 


The plywood industry continued to expand in 1954. By 
the end of the year, there were 100 softwood plants in the 
District, compared with only 40 at the end of World War 
II.t Capacity in the Dougles fir plywood sector of the 
industry, which accounts for more than 90 percent of 
total District production, increased by 16 percent during 
the year, with 5-day-a-week capacity at the start of 1955 
about 25 percent above 1953 average weekly production. 

This growth in capacity has occurred in response to a 
substantial and continuous increase in demand, as re- 
flected by the fact that District production of plywood has 
risen at an average annual rate of 13 percent since 1947. 
Since many plywood mills operated for more than a nor- 
mal 5-day week during at least part of 1954, 5-day ca- 
pacity may be an understatement of actual capacity. The 
industry’s capacity is expected to continue to grow dur- 
ing 1955, with seven more plywood plants either under 
construction or proposed in the Twelfth District. Aver- 
age capacity during 1955 will therefore be significantly 
above its January 1 level. 

Production of softwood plywood in the District was 
higher in 1954 than in 1953, but by less than 6 percent. 





1 Many of the figures quoted in this section are based on the weekly reports of 


Douglas Fir Plywood Association of Tacoma, Washington. 
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This rate of increase is moderate when compared with 
the growth of capacity in 1954 or with the previous an- 
nual average rate of growth in production. Production 
was not higher primarily becausc of the strike in the lum- 
ber industry which shut down many Pacific Northwest 
plywood plants from the end of June until the middle of 
September. A very large backlog of unfilled orders at the 
end of the year indicates that, but for the strike, produc- 
tion would have been substantially greater during the 
year. 

The softwood plywood price index prepared by the Bu- 
reau of Labor Statistics did not regain its early 1953 level 
during the year. The index had dropped from more than 
115 (with the 1947-49 average equal to 100) in early 1953 
to 99 in October of 1953. It rose briefly in early 1954, 
but then fell back to about 100 until the strike forced it 
up. By August 1954 it had climbed almost to 115; but 
after the worst of the strike was over, it fell to 110, 5 points 
below the early 1953 level, and it stayed there through 
December. 


Paper industry grew faster in District than in nation 


Paper and paperboard production in the Twelfth Dis- 
trict rose from 1953 to 1954, but at a slower rate than 
the average since the Korean outbreak. From 1950 to 
1953, production increased by an average of 8.2 percent 
per year, while from 1953 to 1954 it increased by 4.7 
percent. The United States also showed a declining rate 
of growth in paper and paperboard output. Paper prices 
were generally stable during the year, after having risen 
continually from the Korean outbreak until the end of 
1953. 

The rate of growth of the industry continues to be sub- 
stantially greater in the Twelfth District than in the na- 
tion as a whole. Since 1950, the number of man-hours 
utilized in the industry has grown by 19 percent on the 
Pacific Coast (which accounts for almost all of District 
output), and production has grown by 33 percent in 
the Twelfth District. For the United States as a whole, 
the comparable figures are 9 percent for man-hours and 
10 percent for production. The District has thus grown 
faster both in production and in output per man-hour. 

The outlook for the industry appears to be for a con- 
tinuation of a faster rate of growth in the Far West than 
in the rest of the nation. The Twelfth District’s share of 
the nation’s paper output is still smaller than its share 
of the nation’s income, although the gap between the 
two has narrowed considerably in the last few years. 
The District has in the forests of the Pacific Northwest 
a large reserve of pulpwood, and it has a market which 
continues to grow at a much faster rate than the national 
market. A number of new paper mills or expansions of 
existing mills are scheduled to take place in the District 
during 1955. 


Steel production down, capacity stable 


Operations for the Twelfth District steel industry were 
at a low level in 1954 compared with the boom years 
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which had preceded. However, as Chart 3 shows, the 
Western District! maintained production at a percentage 
of rated capacity above the national average through vir- 
tually the entire year, a situation that has been typical 
in recent years. Western steel production averaged 76.4 
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* Includes eleven western states, while the Twelfth District includes onl, y seven. 
However, of the four states outside the District, only Colorado is of signifi- 
cance so far as steel operations are concerned. 

Source: American Iron and Steel Institute, monthly capacity and production 
reports. 





percent of capacity for the year, while the national aver- 
age was 71 percent. The differential between these two 
indexes might well have been greater if several local labor 
disturbances had been avoided. Three short strikes, each 
of which caused partial shutdowns either at Geneva, 
Utah or at Fontana, California mills, kept output below 
what it could otherwise have been in February, April, 
and December. 

Another factor which accounts for a difference in the 
pattern of steel operations in the West as compared with 
the East is the important role played by demand for steel 
for automobile production, which takes about one-fifth 
of the nation’s steel output, but which probably consumes 
less than 3 percent of western steel output. This fact gave 
the West one less major depressive demaand factor early 
in the 1953-54 recession, but also gave the area one less 
stimulating factor in the later months of 1954 when au- 
tomobile production rose substantially. 

No significant change occurred in the ingot producing 
capacity of the Twelfth District states during 1954. The 
second great spurt of growth in the western steel indus- 
try, which began about 1947, has tapered off to the point 
that construction and modernization of finishing facili- 
ties constitute nearly all of the industry’s capital expendi- 
tures in the District. As Chart 4 shows, there have been 
no net additions to ingot capacity in the Twelfth District 
in the past two years. It has been rather commonly 
thought that no further large expansion of steel capacity 
would be likely in the District due to the limited supply 
of essential raw materials. However, recent ore prospect- 
ing activity and claims disputes in southern California 


1 Includes the seven Twelfth District states, and four others, of which Colorado 
is the only one of significance so far as steel operations are concerned. 
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have caused some speculation as to plans that major steel 
firms may have for further expansion in that area. 


Primary aluminum production in Pacific Northwest 
passed half million ton mark 


Primary aluminum production in the United States in 
1954 attained another record in an industry that has be- 
come almost accustomed to record-breaking growth. 
Through November, the latest data available, the year’s 
production had mounted to 1,333,529 short tons, or about 
81,500 tons more than the output of all twelve months 
in 1953. Thus the hearty optimism expressed in the in- 
dustry early in 1954 in the face of inventory liquidation 
and the military “stretchout” turned out to be well 
founded. In January 1954, layoffs were being announced 
at several alumium fabricating plants at the same time 
that industry spokesmen were predicting that 1954’s pro- 
duction record would exceed that of 1953 ; and by March, 
business had improved sufficiently so that many of the 
laid off workers could be rehired, including the majority 
of those that had been idled at the large rolling mill at 
Trentwood, Washington. By August, demand was suffi- 
ciently strong to permit the price of 99 percent aluminum 
ingot to move up more than ¥% cent per pound; and in 
September the price again rose by 0.12 cents to a level 
of 22.2 cents per pound, where it remained until Janu- 
ary of 1955 when another 1 cent increase took place. 
Prices of finished products were adjusted upward ac- 
cordingly. 

By the end of 1954 and thus far into 1955, market re- 
ports indicated a strong buoyancy. In December, for ex- 
ample, shipments of sheet and plate were 22 percent 
above those of December 1953 and shipments of ex- 
truded products were up 34 percent. The records set by 
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civilian demand in 1954 were in large measure a reflec- 
tion of continued strength in the construction industry. 
The largest producer of aluminum products in the nation 
estimates that one-fifth of its total shipments went to 
builders in 1954. Continued growth of power transmis- 
sion facilities has also given support to the aluminum 
market. It has been estimated that steel-reinforced alu- 
minum cable now carries 90 percent or more of the na- 
tion’s high voltage electric power. Rapid increases in 
aluminum usage are also occurring in the manufacture 
of automobiles and in packaging. One estimate indicates 
that 1955 model cars are taking twice as much aluminum 
as 1954 models ; and aluminum foil is causing a veritable 
revolution in the packaging industry. Foil shipments 
were up to 75,000 tons in 1954—a 30 percent increase 
over 1953. 

The general prosperity in the industry has been shared 
by the segment of the industry which resides in the 
Twelfth District. About 35 percent of primary aluminum 
production in the United States in 1954 came from mills 
located in Washington and Oregon, the only states in the 
District where primary aluminum is produced. That pro- 
portion is slightly smaller than the one for 1953, as the 
nation’s expansion of primary aluminum capacity last 
year occurred mainly in states outside of the Twelfth 
District. Nevertheless, as Chart 5 shows, the District’s 
annual production continued in an upward direction, ex- 
ceeding half a million short tons for the first time. The 
Pacific Northwest had more than average rainfall in 1954 
and consequently the supply of water at hydroelectric 
projects was ample throughout the year. Thus there were 
no slowdowns in aluminum production due to power in- 
terruption. The power supply remained a very impor- 
tant point of contention, however, because of the con- 
tinued growth in demands for power by both industrial 
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and consumer sectors of the Pacific Northwest economy. 
Two major aluminum companies announced that they 
might find it necessary to invest in hydroelectric facili- 
ties in order to provide themselves with a stable supply 
in the future. 


Increases in District aluminum capacity in 1954 were 
confined to enlargement and modernization of primary 
and finishing facilities that were already in place. Most 
important were the completion of a $6.7 million expan- 
sion program at Vancouver, Washington and a $1.5 
million expansion at Trentwood, Washington. The last 
Twelfth District remnant of the projected “third round” 
of expansion of aluminum capacity remained, at year’s 
end, still very much in an undecided state. A plant with 
54,000 tons annual capacity to be built at The Dalles, 
Oregon has been in the planning stage for several years, 
but final arrangements for construction have not been 
made according to latest reports. 


Nonferrous metal markets in strengthened condition 
at year end after uncertain year 


Production of copper in Twelfth District states de- 
clined during 1954 in spite of the fact that three large 
new mining operations commenced during the year. 
These new mines, which are located in Pima, Cochise, 
and Gila counties of Arizona, add an estimated poten- 
tial of about 9 percent to the nation’s copper mining in- 
dustry. However, production was curtailed early in the 
year in anticipation of market difficulties and still more 
drastically curtailed later in the year due to strikes 
throughout the industry. Thus, value of production in 
Twelfth District states dropped off more than 5 percent, 
while national production declined by 10 percent from 
1953. The decline, except for the strike effect, was ap- 
parently due entirely to the recession in domestic busi- 
ness, as total export demand for refined copper is be- 
lieved to have doubled that of 1953. Labor difficulties 
began in mid-August and lasted into October, although 
major settlements were consummated after sixteen days 
of work stoppage. It is estimated that, during those six- 
teen days, more than 10,000 workers were idled in the 
states of Utah, Arizona, Nevada, and New Mexico. 

The upshot of the curtailment of supply and the gen- 
erally high level of world demand was a serious shortage 
in the copper market less than a year after the United 
States Government had removed 100,000 tons of Chilean 
copper from the market in the interest of maintaining 
price stability. Following the strike settlement, the Office 
of Defense Mobilization released copper to distressed 
fabricators from the Federal stockpile. Reports indicate 
that a total of approximately 40,000 tons was distributed 
by ODM for this purpose. 

Production declines also occurred in the mining of 
lead and zinc in the District, with the result that total 
value of copper, lead, and zinc production was 6.6 per- 





1 While the first two of these counties of Arizona are not in this District, they are 
included in discussions of Twelfth District states because production data are 
compiled on a state basis. 






cent below that of 1953 (Chart 6). Zinc production, 
which fell by more than 20 percent, had the largest rela- 
tive decline. 
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Source: United States Department of the Interior, Bureau of Mines, Mineral In- 
dustry Surveys, Area Reports. 

Early in 1954, nonferrous metals markets were gen- 
erally shaky, as the decline in industrial production re- 
duced orders and sales seriously. Prices of lead and zinc 
dropped to levels not experienced since before the Ko- 
rean war. Sharp reductions in output were accompanied 
by pleas for assistance to the industry in the form of im- 
port restrictions and Government purchase programs. 
These pleas were partially answered by the institution 
of a new long-term stockpiling program in June. The 
Office of Defense Mobilization began at that time to pur- 
chase about 15,000 tons of zinc and about 10,000 tons 
of lead per month, a move which appeared to firm the 
market to the point that virtually all subsequent price 
movement was upward. Further strength was added to 
the markets in later months by the general revival of in- 
dustrial production. At year’s end, orders were rising 
and inventories were declining for all three base metals. 


The inventory situation in copper, lead, and zinc took 
some interesting turns during 1954. Copper stocks fell 
to a level which may not have been matched at any time 
in this century. The reduction in producers’ inventories 
of refined copper between March and November was ap- 
proximately 70 percent. Zinc stocks were also reduced 
materially—by 41 percent between May and November. 
Lead stocks declined from the burdensome March peak, 
when more than 100,000 tons of the refined metal were 
on hand, but in November 1954 they were still nearly 
40 percent above the year-ago level. This fact is symp- 
tomatic of the general condition of the lead market, which 
has not recovered as satisfactorily as copper and zinc. 


In general, however, at year’s end recovery was indi- 
cated in mining in the Intermountain states, where most 
of that industry in the Twtlfth District is located. Re- 
sumption of the 7-day work week was announced by a 
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large copper mining firm in Utah in December, and in 
August, United Park City Mines, which had been closed 
for 24 years, announced resumption of operations, giv- 
ing employment to 200 workers in an area that has felt 
depression for many months. 


Pacific Coast petroleum production declined in 1954; 
the problem of residual stocks persists 


Petroleum production on the Pacific Coast declined e 


slightly in 1954 from the record level of 1953 (Chart 7). 


Nevertheless, production remained high enough so that, | 


despite reductions in receipts from outside the District, 
the problem of excessive stocks was as much of a prob- 
lem at year’s end as it was twelve months earlier. As of 
December 31, 1954, total petroleum stocks in District 
Five’ were sufficient to supply current demand for 110 
days, whereas a year previously stocks were at a level 
which could have supplied demand for 106 days. This in- 
crease in stocks relative to demand is not regarded by the 
industry as a desirable development, but nevertheless 
some progress was made during the year toward equat- 
ing supply to demand. In 1954 current supply exceeded 
current demand by only a little over 1 percent, whereas 
the difference was almost 6 percent a year earlier. 

The problem of excessive petroleum stocks is one that 
has been with the Pacific Coast segment of the industry 
chronically since World War II and stems largely from 
the nature of the crude oil produced in this area. Much 
of Pacific Coast crude is “low gravity,” which means that 
the proportion of refined to residual petroleum products 
obtainable from a given amount of crude is low relative 
to that which prevails in the United States as a whole. 
This aspect of the oil inventory situation is manifest in 
the fact that residual fuel oil stocks in District Five in- 
creased by 8.3 million barrels during 1954—an increase 
equal to more than 6 percent of total petroleum stocks in 
District Five. Meanwhile, other oil stocks were being re- 
duced in the District by 3.6 million barrels. These figures 
would seem to indicate that inventory liquidation, which 
occurred throughout the nation in business generally and 
to a limited extent in the nation’s petroleum industry, was 





1 District Five of the United States Bureau of Mines includes California, Oregon, 
Washington, and Arizona. 
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frustrated in the Pacific Coast petroleum industry by the 
persistent oversupply of residuals. 


The large integrated oil companies that own and rely 
upon large supplies of California crude attempt to deal 
with this problem by developing new refining techniques. 
Thus it was recently announced that new techniques 
such as “fluid coking” and “hyperforming” are likely to 
increase the proportion of refined output materially in 
the near future. However, the nature of the structure 
of the industry is one that makes the problem of an over- 
supply of residual fuel oil an enduring one—for a large 
segment of the Pacific Coast petroleum industry is made 
up of small-scale refining companies that cannot finance 
the kind of capital outlay that is required in applying the 
new techniques. 

The industry in the Pacific Coast states is also less for- 
tunate in that its competitive situation differs from that 
in the eastern states in an adverse way. In the East sig- 
nificant inroads are being made by petroleum on coal 
usage, whereas in the Far West natural gas, piped in 
from other areas, is taking an increasingly large propor- 
tion of the fuel market. 

Price behavior in the industry nationally was not spec- 
tacular during 1954. The index of “petroleum and prod- 
ucts” prices of the Bureau of Labor Statistics declined 
moderately from January to July and then increased 
slowly through December. This pattern was closely par- 
alleled in the “refined petroleum products” component 
of the index. Prices of refined petroleum products on the 
Pacific Coast behaved somewhat more erratically, how- 
ever. The Bureau of Labor Statistics price index for that 
region dropped from 118.8 in May to 102.6 in October 
and November, followed by only a slight recovery in 
December. The opinion has been expressed in the indus- 
try, however, that this index weights rather heavily the 
behavior of the numerous independent refiners in south- 
ern California, whose price patterns tend to be less or- 
derly than those followed in other geographical areas. 
In parts of the District other than southern California, 
price behavior in the past year is reported to have been 
as stable as that in the East Coast, Mid-Continent, and 
Gulf Coast areas. 


A favorable year for District aircraft production 


The condition of the District aircraft and parts indus- 
try during 1954 was one of stability. It was a year un- 
marred by major labor disputes, whereas the upward 
trend of employment in the industry in 1953 was halted 
at the end of that year by strikes. However, by February 
1955 employment in the District aircraft industry had 
reached 268,000, the highest level since World War II. 
Throughout the first three quarters of 1954, the level of 
aircraft employment was well above that of 1953. In Oc- 
tober 1954, aircraft employment dipped below the 1953 
peak reached in October of that year, prior to the strikes. 
However, an upward movement started in November 
1954, and indications point to relatively stable employ- 
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Source: State employment agencies. 

ment in the District aircraft industry during 1955. The 
stability of aircraft employment within the District dur- 
ing 1954 was in contrast with the behavior of aircraft em- 
ployment in the country as a whole. The aircraft indus- 
try, one of the largest employers of any manufacturing in- 
dustry in the country, hit an employment peak early in 
the year. Thereafter employment showed a consistent 
downward trend and fell below year-earlier employment 
in June 1954 and remained below for the balance of the 
year. 

Conditions in the aircraft industry in the District as 
well as in the nation are closely related to defense plan- 
ning and defense spending. Ninety percent of District pro- 
duction, for example, is for the military. During part of 
1953 and all of 1954 the basis of defense spending deci- 
sions has been the establishment of a 137-wing Air Force 
by June 1957 despite reductions in total defense expendi- 
tures. Planning is based on this same goal for the fiscal 
year ending June 30, 1956. Firm establishment of this 
goal has meant not only general stability in expenditures 
for aircraft but, because of the fact that models produced 
on the West Coast predominate among those being ac- 
quired in the Air Force build-up, it also explains the 
greater stability which the West Coast segment of the 
industry has enjoyed as compared with the industry in 
the nation as a whole. 

During 1954 the Air Force built to the 110-wing level, 
the main emphasis of procurement having been placed on 
the building of numerical strength. At the same time, of 
course, replacement of obsolescent models has been tak- 
ing place in some units and experimentation with ad- 
vanced designs has continued. In this way the Air Force 
has continuously furnished the impetus for further re- 
search and development within the aircraft industry. 
Guided missiles, for instance, have advanced from the re- 
search to the development stage. Military expenditures 
in this field have quadrupled in the past four years to the 
point where research and development expenditures for 
missiles are equal to those for aircraft. The emphasis 
placed by the military on research and development and 
on technical advancement in other phases of aircraft pro- 
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duction as well as in guided missiles has clearly influ- 
enced activity within the District aircraft industry. For 
example, one producer in this area established a $10 mil- 
lion research laboratory for coordinated work on guided 
missiles and atomic power during the year. 

Although the Air Force was slow in obligating funds 
during the early part of 1954, the total dollar sales vol- 
ume of the aircraft industry in the country as a whole 
was 8 percent larger than in 1953. Because of the removal 
of the excess profits tax, profits after taxes at the end of 
the third quarter of 1954 were 60 percent higher than 
during the first nine months of 1953. In part this success 
was due to the fact that 1954 was a strong year in terms 
of sales of commercial planes. One District producer had 
a higher dollar volume of commercial sales than in any 
previous year. 


At the beginning of 1955, District aircraft and parts 
producers had a backlog of orders of $6 billion compared 
with $7 billion at the beginning of 1954. This backlog 
represents two years of production for the District in- 
dustry at current production rates. In spite of projected 
decreases in total national military frame output, present 
indications point to a continuation of favorable conditions 
within the District aircraft industry during 1955. 


Fruit and vegetable canners’ income improved 


District canners of fruits and vegetables are reported 
to be in the best profit position of the last several years. 
The total canning volume in 1954 was apparently about 
the same as in the previous year and totaled approxi- 
mately 110 million cases. Although the prices paid for 
major raw materials were also about the same as in 1953, 
prices received by canners for their products were mod- 
erately higher. Furthermore, the movement from can- 
ners’ stocks during the 1954 season has been compara- 
tively rapid. 

Although the over-all canning volume was the same 
in 1954 as 1953, fruit canning declined and the vegetable 
pack rose. Supplies of canned fruit available for market- 
ing in the second half of 1954 were smaller than in the 
same period of 1953. Lower production accounted for 
the smaller supplies as the carry-over into the 1954 sea- 
son was greater than at the beginning of the 1953 season. 
Voluntary grower reduction coupled with unfavorable 
growing conditions in California reduced the supply of 
raw material available for the major fruit pack of the 
District, cling peaches, while apricot supplies were re- 
duced by unseasonable frosts. 

The volume of vegetables available for processing was 
smaller in 1954 than in the previous year. More cases of 
vegetables were packed, however, because of an increase 
in the proportion of vegetables canned relative to the 
volume frozen. Although there was an increase in the 
number of cases of vegetables packed, the actual ton- 
nage increase may have been quite small. A rise in the 
pack of such items as tomato sauce—a small can item— 
relative to tomato juice, which typically goes into a larger 
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container, may have accounted for part of the increase 
in the vegetable pack when measured in cases without 
regard to can size. In addition to a larger tomato sauce 
pack, the number of cases of green beans canned also in- 
creased. In contrast, the tomato juice and green pea pack 
declined. The carry-over of tomato products from the 
1953 season was smaller than for several years and con- 
tributed to a smaller total vegetable carry-over into 1954. 
The increased production of canned vegetables during 
1954 was not sufficient to offset the smaller carry-over. 
Asa result, total vegetable supplies were below the 1953 
level. 

Canners’ margins between the cost of raw materials 
and the price received for the processed product were 
larger than had been generally anticipated. The per unit 
cost to canners of important District raw materials such 
as cling peaches was the same as in the previous year. 
The reductions in supply, which contributed to the price 
rise for some canned fruit and vegetable products, were 
not foreseen early in the year, however, when many con- 
tracts for fruit and vegetable crops were written. As a 
result, canners experienced an increase in their margins 
for a large portion of their pack. Some fruit growers 
also had an increase in returns because of improved qual- 
ity in a few major fruit items. 

Early movement of the 1954 pack of canned fruits and 
vegetables from District canneries was apparently more 
rapid than a year ago, reflecting the relatively smaller 
supplies. Tomato chili sauce appears to be an exception, 
but this item is a comparatively small volume pack in 
the District. The rapid movement from canners and the 
unexpected changes in the volume of cling peaches and 
apricots brought about early inter-cannery transfers to 
meet obligations to distributors. 

District canners are currently reported to be indicat- 
ing a greater than usual intent to buy machinery. Owing 








TABLE 2 
INDEXES OF INDUSTRIAL PropucrioN—TWELFTH District 
(1947-49= 100) 
Industrial Producti 1939 1947 1948 1949 1950 1951 1952 1953 1954p 
NE a hid narcite-dede 80 106 101 93 113 115 112 111 101 
Na a anneal 93 94 105 101 109 93 86 74 70 

> dasckcneenthwebe 47 98 100 102 101 95 90° 78° 63 
sn ence enee 167 100 105 95 122 114 111 105 105 
_ RAR eieEp eS 234 101 100 99 117 99 88 89 80 
DDN ecccbciabaenad 9 100 102 97 119 178 162 194F 120 
Steel ingots .......... 24 95 107 98 126 147 139 158 129 
MEE, c+ cnvoescnee .. 90 102 108 119 126 121 164 176 
Petroleum ........+.++ 67 100 101 99 98 106 107 109 106 
Refined oils ........... 63 98 100 103 103 112 116 122 119 
Natural gas .........+- 63 101 103 97 100 98 94 99F 92° 
SEE o6cciwccewabins 56 96 104 100 112 128 124 130 .. 
EE on cin ednninaes 60" 94° 102" 104" 116" 115" 111" 119° 114 
Wood pulp ........... 67 96 103 101 120 140 148 157 164 

RE aioe ae ciawnnns 62" 95" 104" 101" 120° 140° 139° 152° 160 
Douglas fir plywood... 53 91 104 105 142 160 170 204F 213 
Wooden boxes ........ -- 115 98 87 94 96 92 87 65 
Canned fruits ......... 74 101 99 100 96 121 103 110 107 
Canned vegetables ..... 43 109 92 99 110 172 162 143 140 
DE Gistei¥esticeons 63 102 94 103 103 108 116 119° 123 
I Aa acini dalbhcbiit 97 119 89 93 105 98 95 107 116 
cece cdecbechs 91 113 98 88 86 95 96 96 99 
So as sis Shin ieneiiionn 178 105 92 103 99 76 65 91F 115 

RN 2 71 103 98 99 104 105 1087 117" .. 
NE > apancedpaen 46 113 96 91 94 99 113 113" 106 
Canned fish ........+- 87 93 98 109 122 95 85 68° 91 
Fai 
» inary 
¥ Revised. 


Note: Data given above supersede all previously published annual indexes. 
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to the competitive nature of the canning industry, indi- 
vidual canners have relatively little control over the prices 
they pay for their raw materials or the general level of 
prices they receive for finished products. The principal 
opportunity for improving net income, therefore, rests 
upon cost control. Because of the importance of labor 
costs in the canning process, reductions in cost depend 
largely upon the acquisition of more efficient equipment. 
Interest in cost-reducing equipment is continuous, but 
income affects the purchases actually made. The ability 
to make sizable expenditures for equipment generally has 
been lacking during recent years. Profits resulting from 
marketings during the 1954 season may have altered this 
situation considerably, however. 


Larger canned fish pack 


District fish canneries were considerably busier in 
1954 than during the previous year. The volume of fish 
canned in District coastal states increased 16 percent, 
primarily because of the return of sardines and the 
growth in the tuna pack. The salmon pack declined 
slightly to 939 thousand cases and the mackerel canning 
volume was cut by about half, with 359 thousand cases 
coming from District canneries. But with the return of 
sardines to the ocean waters off southern California, the 
sardine pack increased from virtually nothing in 1953 
to over a million cases in the past year. In addition, the 
canning of tuna, the largest volume fish pack in District 
states, increased 828,000 cases to over 9 million cases. 

As in the volume of pack, the profitability of the vari- 
ous canned fish items varied. Prices received for canned 
salmon strengthened as the year progressed and move- 
ment was comparatively rapid despite a considerably 
larger pack of Alaska salmon. On the other hand, tuna 
prices were raised by canners in response to the higher 
cost of raw tuna. But the retail movement at these higher 
prices was not sufficient to deter an accumulation of can- 
ners’ stocks, and downward price adjustments for the 
raw product and the canned product were made during 
the year. 

Perhaps the most dramatic District fish story of the 
year concerns the homecoming of the sardine, although 
the catch of sockeye salmon in Puget Sound was consid- 
ered to be quite spectacular. The California sardine catch 
has been very poor since the 1951-52 season, and since 
their return off the California coast was not anticipated, 
former sardine fishermen were caught with their seines 
up. Moreover, distributors had made commitments for 
foreign supplies of sardines and, in some cases, canners 
converted facilities to handle other sea food products. 
Hence, it was not possible for District canners to utilize 
fully the offshore domestic supplies. Just as there was 
considerable disagreement as to the causes of the collapse 
of the California sardine catch, so opinions now vary as 
to the permanence of its revival. Hence a great deal of 
uncertainty surrounds the canning prospects for domes- 
tic sardines in 1955. 
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District pack of frozen fruits and vegetables declined 
after six years of continuous growth 


The 1954 District pack of frozen fruits and vegetables 
apparently followed the national trend and declined be- 
low the 1953 volume. District data are not yet available, 
but California frozen pack data are perhaps indicative 
of the District changes. These data indicate that for the 
first time since 1947 the freezing tonnage has declined 
from the previous year, primarily because of a drop in 
the volume of vegetables frozen. On the other hand, the 
output of frozen citrus juice evidently continued to ex- 
pand. In addition, data for the three Pacific Coast states 
indicate that the amount of fish frozen increased from 
the preceding year. 

Within the California frozen fruit and vegetable pack, 
the volume of frozen fruits, which also includes berries, 
increased about 6 million pounds above the 1953 level to 
a total of 149 million pounds. The tonnage of most frozen 
fruits increased, except for melon balls. However, the 
tonnage of vegetables processed in frozen form declined 
62 million pounds, which is considerably more than the 
increase in fruit tonnage. Prominent among the vege- 
table items declining in volume were broccoli, brussel 
sprouts, cauliflower, and spinach. Nationally, freezer 
holdings of deciduous fruits on December 31, 1954 were 
5 percent larger than in the preceding year while stocks 
of frozen vegetables were 10 percent smaller. 

As a result of a national rise in production and stocks 
of frozen citrus juices, retail prices declined and con- 
sumption of frozen citrus juice was higher in 1954 than 
in 1953. Oranges are the raw material for the bulk of 
the frozen citrus juice production. Frozen orange juice 
constitutes three-fourths of the nation’s total consump- 
tion of frozen citrus juices. The major portion of the 
nation’s output of frozen orange juice is produced in 
Florida, where the volume was considerably larger in 
1954 than in 1953. Data on Twelfth District production 
are not yet available, In addition, national cold storage 
holdings of frozen orange juice on October 1, 1954 were 
63 percent larger than a year earlier. In spite of heavy 
consumption, supplies continued to rise, and the retail 
price for orange juice declined. At the close of the year 
there were further price reductions on some major ad- 
vertised brands and cold storage stocks at the end of 
December 1954 were only 12 percent larger than on the 
same date in 1953. 


Although not so popular nationally as frozen orange 
juice, frozen lemonade is important to the District since 
California accounts for the total national output. Frozen 
lemonade production was considerably larger last year 
than in 1953. Apparently cold storage stocks on October 
1, 1954 also were larger than a year ago. Despite lower 
prices in October and November, the movement from 
retail stores during these months was about the same as 
in the previous year. But for the entire year an increase 
in consumption is indicated and retail prices averaged 
about the same as in the previous marketing season. 
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Halibut accounted for much of the increase in the ton- 
nage of fish frozen in the District in 1954 compared with 
1953. The frozen volume of this fish increased from 34 
percent to 41 percent of the District’s total, and the out- 
put of halibut increased from 10 million to 13 million 
pounds. 

With greater experience in the processing and market- 
ing of frozen foods and the expansion in output, changes 
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have occurred in the size of firms doing the actual proc- 
essing and marketing as well as in those industries per- 
forming certain marketing functions for these firms. To 
take advantage of proven managerial personnel, mergers 
of firms have occurred. It is interesting to note that, 
where consolidation of processing firms has taken place, 
the separate brand names have generally been main- 
tained. 





CONSUMER SPENDING AND RETAIL SALES, 1954 


| ggeccomectneroad estimates indicate that total personal 
consumption expenditures in the nation reached an 
all-time high in 1954. While expenditures in the first 
quarter were below the previous peak of the third quarter 
of 1953, they were significantly above that level in the re- 
maining three quarters of the year. The significance of 
the past year’s developments in consumer spending was 
enhanced by an upturn early in the year in purchases of 
consumption goods, which marked the first reversal of 
declines among the three major factors (rate of business 
investment, Federal Government expenditures, and ex- 
penditures for consumer goods) contributing to the 1953- 
54 recession.* For the year as a whole, total consumption 
expenditures rose to $234.0 billion, approximately 2 per- 
cent above the 1953 figure. This rise resulted from in- 
creases in consumer spending on both services and non- 
durable goods which were only partially offset by a mod- 
erate decline in durable goods purchases. The develop- 
ments in the durable and nondurable goods sectors, pri- 
marily reflecting purchases from retail outlets, resulted 
in a total retail sales figure for 1954 approximately equal 
to the previous record high of 1953. 

Retail trade data published by this bank and the United 
States Department of Commerce suggest that the trend 
in consumer spending in the Twelfth District during 1954 
was probably much the same as in the country as a whole. 


Consumers experienced stronger financial positions 
and stable prices in 1954 


The increase in consumption expenditures during the 
past year probably reflects consumer reactions to develop- 
ments in incomes, prices, and debt-asset positions among 
other things. In the country as a whole personal income 
after taxes and after adjustment for seasonal factors 
showed small increases during the first three quarters of 
1954 and an accelerated rise in the fourth quarter. For 
the year as a whole, disposable income reached $253.5 
billion—slightly more than 1 percent above 1953. The 
percentage increase in disposable income was larger than 
the percentage rise in personal income because of a re- 
duction of income taxes effective at the beginning of 1954. 

The survey of Consumer Finances prepared for the 
Board of Governors of the Federal Reserve System indi- 
cated an increase in the proportion of spending units own- 


1For a more detailed discussion of consumer expenditures during the first half of 
1954 see the August 1954 Monthly Review, pp. 116-119. 


ing liquid assets in early 1954 compared with early 1953. 
The increased proportion, accompanied at the same time 
by a rise in median holdings of all spending units, was 
only a few percentage points below the all-time high 
reached at the end of World War II. On the debt side, 
consumers in the nation repaid more consumer instal- 
ment credit (seasonally adjusted) than they acquired 
during each of the first three months of 1954. However, 
total consumer credit outstanding increased continually 
during the last nine months of the year, largely reflecting 
increased indebtedness on automobile paper. 

General stability in prices during the year probably also 
contributed to increased consumer spending. The Con- 
sumer Price Index for all items—a highly specialized in- 
dex which may not reflect many price changes confront- 
ing consumers—was down by about one half of a percent- 
age point from December 1953 to December 1954. How- 
ever, this small percentage decline is an average of some- 
what larger percentage decreases in prices of consumer 
goods (particularly food, apparel, home furnishings, and 
used automobiles) which were, in part, offset by price 
rises in consumer services (especially rents and medical 
care). The decline in prices of consumption goods sug- 
gests that consumers — at least urban consumers — in- 
creased their physical as well as money purchases of 
goods. 

In summary, the strong liquid asset position among 
spending units in the beginning of 1954 accompanied by 
moderately rising disposable incomes and stable prices 
during the year seem to have been conducive to an in- 
creased level of consumer expenditures. 


Consumer spending for services showed largest increase 


The trend in national consumption expenditures during 
1954 appeared to be consistent with consumer anticipa- 
tions surveyed in the early part of the year. The Board’s 
Survey of Consumer Finances for 1954 indicated a tend- 
ency among spending units interviewed to plan to buy 
more heavily in the latter part of the year than was the 
case in 1953. The pattern in seasonally adjusted con- 
sumer expenditures was one of quarter-to-quarter in- 
creases during the year with the largest rise occurring in 
the fourth quarter. In terms of purchases from retail out- 
lets, Chart 1 indicates a generally higher level of retail 
sales (seasonally adjusted) during the later than in the 
earlier part of the year. December, generally the biggest 
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Cuart 1 
TOTAL RETAIL SALES—UNITED STATES, 1953-54 
(Adjusted for seasonal variation) 
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Source: United States Department of Commerce, Office of Business Economics, 


Survey of Current Business. 

shopping month in the year, marked a record high in re- 
tail sales.’ A large proportion of the increase in total con- 
sumption expenditures during 1954—particularly in the 
early part of the year—was accounted for by increased 
spending on services. Slightly more than one half of the 
rise in consumer spending on services was the result of a 
6 percent increase in expenditures for housing. 


Durable sales recovered but remained below 1953 


Although consumer buying of durable goods in the 
country as a whole also showed quarter-to-quarter in- 
creases, the rises were too moderate to bring the year’s 
total up to that of 1953. Nearly all the decline occurred 
in consumer buying of automobiles—the largest single 
component in the durable goods sector. Retail sales by 
automobile and automobile parts stores, primarily reflect- 
ing consumer purchases, were down 5 percent in 1954 
compared with the previous year. June and December— 
particularly December—were the only months during the 
past year in which automotive group stores sales were 
above the corresponding month’s sales in 1953. In contrast 
to the experience of automobile dealers, furniture and 
appliance stores registered an increase in sales of some- 
what more than 2 percent in 1954. The pattern in sales 
among furniture and appliance retail outlets was marked- 
ly different from that of other kinds of retail businesses. 
The increased purchases from these stores were concen- 
trated in the first half rather than the second half of the 
year compared with the same periods of 1953. 


Nondurable spending was greater than in 1953 


Consumer spending on nondurable goods, like that on 
durable goods and services, showed moderate quarter-to- 


1For a more detailed discussion of retail sales during the Christmas season of 1954 
see the January 1955 Monthly Review, pp. 1-2. 
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quarter increases during 1954. The increased spending 
on nondurable goods during the year as a whole largely 
reflected a rise in dollar expenditures for food. On the 
other hand, retail sales by apparel stores, owing in part to 
a weak first quarter, were at about the same dollar level in 
1954 as the year before. However, apparel shops gener- 
ally began to experience year-to-year gains during the last 
half of 1954 and by the fourth quarter, total apparel sales 
were approximately 6 percent higher than in the final 
quarter of the previous year. 


Retail sales in the District paralleled 
those in the nation as a whole 


Available data suggest that the trend in consumer 
spending in the Twelfth District during 1954 generally 
paralleled that in the country as a whole. Although month- 
to-month changes in both direction and rate of seasonally 
adjusted sales by District department stores frequently 
did not parallel those in the nation, there appeared to be 
a basic upward trend from January through December 
underlying both series. Chart 2 indicates that District 
department store sales during the twelve months of 1954 
were more often below than above year-ago sales, with 
most of the strength coming during the final three 
months of the year. 

Apparel stores in the District reporting to this bank 
generally showed the same pattern of quarterly change, 
compared year-to-year, as those in the country as a whole. 
Relative to corresponding quarterly sales during 1953, 
apparel stores in this region, paralleling those in the na- 
tion, showed a sizable drop during the first quarter, a 
moderate decrease in the second quarter, and substantial 
rises during both the third and fourth quarters of the year. 
For 1954 as a whole, apparel stores in the District were 
down slightly less than 1 percent relative to 1953. 














CHart2 
INDEX OF DEPARTMENT STORE SALES—TWELFTH DISTRICT 
1953 and 1954 
(Adjusted for seasonal variation; 1947-1949= 100) 
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The Retail Trade Report published by the United 
States Department of Commerce indicates that “large” 
food stores in the major metropolitan areas of the District 
—Los Angeles, San Francisco-Oakland, and Seattle— 
showed increases ranging from 2 to 8 percent during 
1954 relative to a year ago. The increases in food sales 
reflect year-to-year rises during all quarters of 1954 in 
each of the metropolitan areas. Sales of furniture stores, 
on the other hand, were more varied, both during the 
year and among the metropolitan centers in the region. 
Year-ago comparisons indicate that furniture store sales 
in San Francisco County were down sharply during each 
of the first three quarters and for the year as a whole. 
Owing primarily to strong third and fourth quarter sales, 
furniture store sales during 1954 in both Los Angeles 
metropolitan area and Alameda County were substan- 





32 FEDERAL RESERVE BANK OF SAN FRANCISCO 


February 1955 


tially above 1953. The largest percentage gain among 
furniture stores occurred in Seattle where sales were up 
16 percent relative to the previous year. 


The Retail Trade Report also indicates a 2 percent rise 
in motor vehicle sales in the Los Angeles metropolitan 
area contrasted with an 11 percent decline in San Fran- 
cisco County ; an 8 percent decrease in Alameda County ; 
and a 13 percent drop in the Seattle metropolitan area 
during 1954. Year-ago comparisons show that, despite 
these differences in annual changes, quarterly trends in 
retail automobile and truck sales within these areas were 
about the same during the year. The first three quarters 
of 1954 were generally marked by substantial declines in 
motor vehicle sales followed by sizable fourth quarter in- 
creases relative to the corresponding quarters of 1953. 





FOREIGN TRADE: COURSE AND SPEED MAINTAINED AGAINST ADVERSE CURRENTS 


‘ey foreign trade of the United States declined slightly 
in 1954 compared with a year earlier. The Pacific 
Coast, however, encountered more favorable winds and 
was able to realize a fairly respectable gain in its total 
foreign trade. In 1954 the value of Pacific Coast foreign 
trade was $2.2 billion, an increase of 8.1 percent over the 
comparable period in 1953. The total value of United 
States foreign trade, however, declined by 5.1 percent. A 
major part of the decline in United States foreign trade 
was the result of smaller shipments of military aid items, 
which fell by more than one-third or from $3.5 billion in 
1953 to $2.3 billion in 1954. If military aid shipments are 
excluded to get a better measure of trends in commercial 
trade, the decline was less than 1 percent. 


Comparative trends in Pacific Coast foreign trade 


The relatively more favorable showing of Pacific Coast 
foreign trade, compared with that of the nation as a 
whole, resulted from a larger expansion of exports over 
the previous year and no decline in imports. Total Pacific 
Coast exports for 1954 amounted to $1,293 million, an in- 
crease of 14.3 percent over 1953. This increase in ex- 
ports was fairly well distributed throughout the year, with 
January the only month in which export value failed to 
exceed the total recorded in the comparable month of 
1953. By contrast, the value of total United States ex- 
ports for 1954 declined 4.5 percent from the 1953 level. 
Even with military aid items excluded, the resulting gain 
of 4.5 percent amounted to less than one-third of the per- 
centage increase on the Pacific Coast.*7 

Pacific Coast imports in 1954 rose only slightly above 
1953 levels to $898 million, but this was much better than 
the decline of 6.1 percent in the value of the nation’s im- 
ports for the same period. This relatively small change 
in Pacific Coast imports did not follow any consistent 
trend during the year; for five months of the year im- 


1The effect of the general decline in military aid nny! on the Pacific Coast 
cannot be ascertained because such data are not available for individual customs 
districts. 


ports ran ahead of the same month a year earlier, de- 
clines occurring in the other months. 


Pacific Coast commodity trends—exports 


Changes in the value of particular export commodities 
shipped from the Pacific Coast during the past year fol- 
lowed national trends to a large extent. United States 
exports during 1954 showed divergent trends among 
individual commodities. In general, the export of finished 
manufactures showed substantial decreases. These were 
more than offset, however, by increases in the export of 
cotton and semi-manufactures, including ferroalloys, non- 
ferrous metals, and industrial chemicals with the result 
that total exports (excluding military aid shipments) rose 
modestly. The greater relative increase in exports from 
the Pacific Coast compared with the nation is largely ex- 
plained by the fact that the declines in the nation’s exports 
took place in those commodities which are somewhat less 
important to the Pacific Coast than to other areas, while 
commodities which showed increases included some 
which are of greater relative importance to the Pacific 
Coast. This is particularly true in the case of cotton. 

Cotton: For the period January through October 
1954, Pacific Coast waterborne cotton exports totaled 
$156.7 million. This amounted to an increase of $85.5 
million, or 120 percent, over the like 1953 period. The Los 
Angeles and San Francisco customs districts handled all 
of these shipments, with the exception of slightly under 
$4 million which moved through the San Diego district. 


Cotton shipments through the ports of the Los Angeles 
customs district increased by 102 percent, from $53.7 
million in 1953 to $108.5 million in 1954. This increase in 
cotton shipments was a major factor in the $98.1 million 
over-all improvement in Los Angeles exports, and thus 
also was responsible to a large extent for the fact that 
Los Angeles showed the largest percentage gain in total 
exports—36.4 percent—of any Pacific Coast customs 
district. 
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VatuE or Pactric Coast Foreign Trane, 1947-54 
(in millions of dollars) 


Customs district 





Exports: 1947 1948 1949 1950 1951 1952 1953r 1954 
ED ccon sre0SipwWeseneewces 34.5 34.4 35.0 40.7 60.4 64.7 68.2 80.7 
BE CE. oc ciceteccvadéieceveceus 258.6 183.1 254.3 249.1 348.7 307.3 269.7 367.8 
DE DOD he vvccccvsccesessves 397.5 262.9 307.4 271.4 371.8 400.6 370.0 438.4 
QHOMOR cccccccccccccccncceescesece 156.1 63.0 69.6 75.7 237.2 250.6 173.8 146.3 
Wasimgtom «cccccccccccccccccvccecs 224.7 185.6 147.1 116.3 246.4 290.4 249.7 260.2 

Total Pacific Coast .....ccccesece 1,071.4 729.0 813.4 753.2 1,264.6 1,313.6 1,131.4 1,293.4 
Total United States ............. 14,429.7 12,653.1 12,051.1 10,275.1 15,032.4 15,191.3 15,747.4 15,073.4 

Imports: 

NE SD vn cn ceentueseccesecesys 8.8 13.5 11.3 13.0 16.9 31.7 7.1 19.4 
Bi SD 6.00-50scrbeccvecnegecus 112.2 144.8 151.4 214.3 282.9 234.3 261.4 262.0 
BA PUD vccccvecevesesseseces 174.6 184.1 211.4 269.5 345.4 320.2 361.3 342.6 
GE bo 6 500 6.6500 508 Sebo esws ates 19.4 18.1 16.8 25.9 33.9 29.4 32.7 39.7 
Waahtmgtom .ccccccccccccccccccccece 101.1 146.7 141.0 185.0 220.1 217.6 221.9 234.4 

EE EE CEE ccna ccnescase 416.1 507.2 531.9 707.7 899.2 833.2 894.4 898.1 

Total United States ............. 5,643.3 7,092.0 6,591.6 8,743.1 10,967.3 10,747.5 10,777.4 10,206.7 

¥ Revised. 


Note: This table includes trade by all methods of transportation, excluding military shipments. 


Source: United States Department of Commerce, Bureau of the Census, 


The San Francisco customs district, although handling 
a smaller volume of cotton shipments than Los Angeles, 
showed a much larger percentage gain in value. San Fran- 
cisco cotton shipments increased 153 percent over 1953, 
rising from $17.5 million to $44.3 million. The fact that 
San Francisco is the second most important cotton ex- 
porting district on the Pacific Coast was to a major extent 
the reason why San Francisco also showed the second 
largest gain in the value of total exports which increased 
by $68.4 million or 19 percent over 1953. 

The increase in the shipping weight of cotton exported 
by the Pacific Coast closely paralleled the increase in 
value. The increase for the Pacific Coast for the first ten 
months of 1954, compared with 1953, was 112 percent; 
for Los Angeles, 95 percent ; and for San Francisco, 147 
percent. The total weight of Pacific Coast cotton exports 
amounted to 468 million pounds or approximately 935 
thousand bales. 


Wheat: In contrast to the favorable showing of cot- 
ton exports, Pacific Coast wheat exports, as well as those 
of the nation, showed substantial reductions for the sec- 
ond consecutive year. Data are available on the volume of 
wheat exports from the Pacific Northwest for the entire 
year 1954 and they reveal an over-all decline of 35 per- 
cent—from 74 million bushels in 1953 to only 48 million 
bushels. Wheat is the most important single export of the 
Oregon customs district, so the decline in wheat ship- 
ments was largely responsible for the fact that this cus- 
toms district was the only one on the Pacific Coast to re- 
port a decline in exports in 1954—down 16 percent in 
1954. The amount of the decline—$27.5 million—was 
small, however, when compared to the magnitude of the 
increase in cotton exports through California ports. The 
contraction of wheat shipments was also an important 
factor in limiting the increase in the exports of the Wash- 
ington customs district to 4 percent. The ability of the 
Washington district to register a small gain, despite the 
decline in wheat shipments, was in part due to an in- 
crease in exports of refined copper. 


970, Trade by Customs District. 


Lumber: An additional factor in the less favorable 
showing of Pacific Northwest exports was a decline in 
lumber exports. Reports of the Pacific Lumber Inspection 
Bureau list Pacific Coast lumber exports of 487 million 
board feet for 1954, a decline of 5.4 percent from the 1953 
level. The decline in Washington was 12.8 percent and in 
Oregon 2.3 percent. A major reason for the decline in 
lumber exports was a three-month strike, during the most 
productive season of the year, in the Douglas fir regions 
of Oregon and Washington. In contrast, the California 
lumber industry was largely unaffected by the strike, and 
its exports increased by 14.5 percent. California lumber 
exports, however, are of minor importance compared 
with those of Oregon and Washington. In 1954 Califor- 
nia shipments amounted to only 6 percent of total Pacific 
Coast exports of lumber. 


Rice: Pacific Coast exports of milled rice, all of which 
moved through the San Francisco customs district, have 
been near or above all-time record levels in 1954 both in 
terms of value and shipping weight. For the period Janu- 
ary through October, rice exports totaled $26.4 million, 
some 67.8 percent above the same period in 1953. This 
value figure for the first ten months of 1954 was fairly 
close to the $27.0 million total for the entire year 1953, 
the previous all-time high. November and December are 
normally months in which rice shipments are very large, 
and in 1953 these months accounted for 42 percent of the 
rice shipped during the entire year. In 1954, however, 
preliminary data indicate rice shipments during these 
months were very small, with the major seasonal move- 
ment taking place after the end of the year. In terms of 
value, therefore, it would appear that rice shipments for 
the entire year 1954 may be slightly below the peak level 
of 1953. 

In terms of shipping weight, total exports of milled 
rice for the first ten months of 1954 amounted to 313 mil- 
lion pounds, considerably above the 283 million pounds 
shipped during the entire year 1953. The relatively larger 
increase in shipping weight compared to value reflects the 


lower average price of rice during 1954 compared with a 
year earlier. 


Pacific Coast commodity trends—imports 


While the total value of Pacific Coast imports for 1954 
was 0.4 percent above 1953, there were larger changes 
in the individual customs districts. In contrast to the ex- 
port situation where the Oregon and Washington dis- 
tricts did not share in the relatively large increases shown 
by the California customs districts, these two districts 
experienced the largest increases in imports. All of the 
decrease in imports was accounted for by the San Fran- 
cisco customs district, while the Los Angeles district im- 
ports were virtually unchanged. The magnitude of the 
over-all change, however, was quite small and the net in- 
crease for the Pacific Coast amounted to only $3.7 mil- 
lion. A decrease of $18.7 million for San Francisco was 
offset by increases of $7.0 million in Oregon, $12.5 mil- 
lion in Washington, $0.6 million in Los Angeles, and $2.3 
million in San Diego. 


The effect of these changes on the commodity composi- 
tion of Pacific Coast imports was rather general. Consid- 
erable interest, however, was shown during the course of 
the year in the trend of coffee and crude petroleum 
imports. 

Coffee: Coffee imports—the most important import 
commodity in terms of value of the Pacific Coast and of the 
nation—were subject to large fluctuations during 1954. 
During the first four months of the year imports were ex- 
tremely large and were accompanied by steadily rising 
prices for coffee. Beginning in April, however, coffee im- 
ports began to decline and continued to do so for the bal- 
ance of the year, largely because of high prices and the 
large inventories which had been built up. For the period 
January through October, the volume of coffee shipments 
was 20 percent below the comparable 1953 period. Because 
of the higher prices paid, however, the total value of imports 
through October of $191 million was 1 percent above that 
of the corresponding period of 1953. In October, the last 
month for which official data are available, the value of 
coffee imports was approximately half that of October 
1953 and the shipping weight was only slightly over a 
third that of a year earlier. Indications are that the de- 
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cline in coffee imports continued into November and De- 
cember. Year-end data will probably show a decline in the 
value of coffee imports instead of the small increase shown 
for the first ten months of the year. Information on the 
number of bags of coffee imported by the Pacific Coast 
is available for the entire year from the Pacific Coast Cof- 
fee Association and their data show a 21.5 percent decline 
from the 1953 total. Total 1954 imports of 2,650,659 bags 
was the smallest volume for any post-World War II year 
for which data are available (1947-1954). 

The San Francisco customs district handled 72 percent 
of the Pacific Coast’s coffee imports during the first ten 
months of 1954 and showed a 2 percent drop in value and 
a 22 percent drop in the physical volume of coffee imports. 

Tanker imports: Pacific Coast tanker imports, which 
consist almost entirely of crude petroleum, declined 
sharply from the record levels of 1953 during the first ten 
months of 1954. The value of such imports decreased 
from $49 million for the first ten months of 1953 to $36 
million for the same period in 1954, a 27 percent decline. 
In terms of physical volume the decline was even larger— 
down over 35 percent from 7.8 billion pounds to 5.0 bil- 
lion pounds. 

The decline in tanker imports was most severe in the 
case of the Los Angeles customs district where the drop 
in shipping weight was more than 63 percent while the 
decline in value was 48 percent. The absolute decline in 
the value of tanker imports for Los Angeles was $10.4 
million—from $21.6 million for the first ten months of 
1953 to $11.2 million for the same period in 1954. 

In the case of the San Francisco customs district, cur- 
rently the most important Pacific Coast petroleum import- 
ing district, the decline was more moderate. For the Janu- 
ary-October period the 1954 physical volume was down 
7.6 percent from 1953 while the value of the shipments 
was down 6 percent, from $25 million to $23.5 million. 


Shipping weight of waterborne foreign trade 


To those businesses on the Pacific Coast which are in- 
volved in providing ocean transportation or in servicing 
such traffic at our ports, two other measures of foreign 
trade activity are of greater significance than the value of 
total foreign trade. They are the shipping weight of water- 
borne foreign trade and ship movements. These additional 
measures, furthermore, give a somewhat different picture 
than the over-all value quantities. 


During the first ten months of 1954 the total shipping 
weight of waterborne exports was down 3.5 percent, from 
18.6 billion pounds in 1953 to 18.0 billion pounds in 1954. 
This percentage decline on the Pacific Coast, however, 
was less than half as large as the 7.9 percent decrease in 
total United States waterborne exports for the same pe- 
riod. The reverse was true in the case of the volume of 
waterborne imports for the first ten months of the year. 
While United States waterborne imports were virtually 
unchanged (a 0.4 percent increase), the Pacific Coast en- 
countered a 17.5 percent decline, from 15.2 billion pounds 
to 12.5 billion pounds. 
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Votume or Pactric Coast WATERBORNE Fore1GN TrabE, 1947-54 


(shipping weight in millions of pounds) 


Customs district 


Exports: 1947 1948 1949 
PID vdcccesugieeews 3.9 6.2 2.4 
L080 BABES occcceccesecee 7,775.8 6,167.4 6,807.0 
San Francisco ........... 5,449.8 4,238.0 3,809.0 
QHOMER cocccccecoecocceces 4,495.9 1,397.8 1,473.2 
Washington ..........006- 2,960.0 2,037.1 1,466.6 

Total Pacific Coast ..... 20,685.4 13,846.4 13,558.2 
Total United States ..... 248,636.5 176,623.1 143,729.2 

Imports: 

Beh PD sc ccccccecsecess 20.5 19.7 27.1 
Di ME s00-cdneese ce 1,297.2 1,540.6 2,233.9 
San Francisco .......-ce. 1,469.9 1,546.3 1,990.2 
EEL csrckncw sea 181.5 123.2 112.5 
pO — Eee 1,730.0 2,425.6 2,593.8 

Total Pacific Coast ..... 4,699.1 5,655.4 6,957.5 

Total United States .... 118,130.6 134,832.3 154,741.8 


Note: This table includes only nonmilitary vessel shipments. 


Jan.-Oct. 

1950 1951 1952 1953 1954 
1.0 0.6 1.5 6.8 18.2 
7,805.8 14,155.7 9,924.6 8,953.2 7,619.1 
3,480.0 5,836.6 7,580.2 6,016.9 4,505.7 
1,850.9 6,371.4 6,356.5 4,753.0 3,461.3 
1,371.0 3,436.7 3,547.6 2,713.4 2,375.2 
14,508.7 29,801.0 7,410.5 22,443.5 17,979.5 
125,350.5 231,173.0 205,291.5 161,170.6 125,798.6 
30.0 27.9 61.9 48.9 64.9 
2,536.5 2,770.6 3,761.1 6,597.7 3,646.8 
2,032.4 3,138.5 4,446.1 7,069.0 5,221.5 
208.2 272.2 279.9 346.7 224.2 
3,116.4 2,835.8 2,983.3 3,695.0 374.0 
7,923.6 9,045.0 11,532.4 17,757.4 12,531.4 
193,379.7 201,089.9 214,134.1 237,276.9 198,278.9 


Source: United States Department of Commerce, Bureau of the Census, FT 972 and FT 985, Waterborne Trade by United States Port. 


Ship movements 


During 1954 total ship arrivals at Pacific Coast ports, 
including both domestic and foreign trade, numbered 13,- 
730, a 6.6 percent decline from the number arriving in 
1953. The aggregate net tonnage of these ships showed a 
reduction of 6.0 percent from 1953. All of the major ports 
participated in this decline, although to a varying extent. 
The largest decrease occurred in San Francisco Bay 
where 1954 arrivals of 4,662 were 8.6 percent below a 
year ago. The arrivals at other port areas were as follows: 
Los Angeles—5,445, down 7.8 percent; Seattle—2,186, 
down 3.0 percent; and Portland, virtually unchanged at 
1,437 with only one less arrival than in 1953. 


The outlook for foreign trade in 1955 


The outlook for United States foreign trade during 
1955, on balance, appears to be favorable, with a continu- 
ation of the improvement in both exports and imports 
which became evident during the last quarter of 1954. 
The Pacific Coast should, in general, share in this im- 
provement although there may be some doubt that our 
trade will continue to fare better than that of the nation 
as a whole, as it did in 1954. 

The level of United States imports will be determined 
primarily by the level of economic activity in this country. 
If general business activity continues to improve as the 
year progresses, then it may be safely assumed that im- 
ports will also expand. One possible negative aspect is 
the current coffee situation. The total dollar value of cof- 
fee imports may decline despite an increase in total physi- 
cal volume because of the recent rather sharp declines in 
coffee prices. Not only will the dollar volume of imports 
be affected if this lower trend of coffee prices continues, 
but also this reduction in the dollar earnings of the Latin 
American coffee producing countries will restrict our ex- 
ports to that area. 

The level of United States exports is primarily depend- 
ent upon the total amount of dollar payments abroad, in- 
cluding payments for our imports of goods and services ; 
Government expenditures, grants, and loans; and pri- 
vate remittances and investments. Present indications are 
that Government payments abroad should remain at about 
the 1954 level, with some decreases in expenditures of our 


military forces abroad and in foreign economic aid being 
offset by increases in offshore procurement of military 
supplies and loans. There should also be some expansion 
of private direct investment abroad. The maintenance of, 
or slight increases in, these payments plus some expansion 
of imports would seem to indicate an expansion in 
exports. 

From the standpoint of exports, a particularly encour- 
aging factor is the continuing favorable position of most 
Western European countries where economic activity is 
being maintained at a high level. A continuation of this 
situation would mean that the trend towards the relaxa- 
tion of restrictions on United States imports and dollar 
payments, recently in evidence, may be continued. 

Agricultural exports may also be assisted to some ex- 
tent by the current Government program under the Agri- 
cultural Trade Development Act of 1954. Under this pro- 
gram surplus agricultural products will be exported for 
payment in local currencies, bartered for strategic mate- 
rials, or used for famine relief. 

While all of these factors, which have been mentioned 
as determinants of the course of United States foreign 
trade during the current year, will have an effect on 
Pacific Coast trade, some of them may be more important 
than others. For example, continuing prosperity in West- 
ern Europe will benefit Pacific Coast trade but to a lesser 
extent than other parts of the country. This is because 
trade in the West is oriented to a larger extent to the Far 
East where the economic and political situation is much 
less favorable. On the other hand, because of the impor- 
tance of coffee imports to the Pacific Coast, a decline in 
the dollar value of coffee imports will have a very direct 
effect. 

Similarly, the Government program for the disposal of 
surplus agricultural commodities may have a more im- 
portant bearing on Pacific Coast exports than on exports 
from certain other parts of the country. Under this pro- 
gram negotiations for the sale of some $450 million of 
surplus commodities by June 30, 1955 are completed or 
nearing completion. Of this total, grains will account for 
43 percent and cotton 28 percent. Both of these products 
are among the leading Pacific Coast exports. In addition, 
38 percent of the total shipments are designated for the 
Far East, the Pacific Coast’s most important trading area. 
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CREDIT EXPANSION IN A YEAR OF RECESSION 


" teoney in business activity and in monetary policy in 
1954 followed a pattern that, in broad outline, was just 
the reverse of that in 1953. In the first half of 1953 busi- 
ness activity rose to an all-time peak and potential infla- 
tionary pressures were kept fairly well under control by a 
restrictive monetary policy. Although business activity 
was still rising, it became evident in May that the require- 
ments of monetary stability and economic growth would 
necessitate an increase in bank reserves in the light of 
prospective credit demands from private borrowers and 
from the Treasury. Consequently, in May 1953 the Fed- 
eral Reserve System began to modify its policy of re- 
straint in the money market and after late summer shifted 
to a policy of ease as business activity declined. This 
policy of ease was maintained throughout most of 1954 
to facilitate a revival of business activity. Not until De- 
cember 1954 were conditions in the money market al- 
lowed to become somewhat less easy as a revival in busi- 
ness activity seemed to be fairly well underway and there 
was some concern about undue expansion in a few types 
of credit, primarily real estate and stock market credit. 

The easy money policy pursued by the Federal Reserve 
System during 1954 was one of the factors contributing 
to lower money rates and a rise in bank loans and invest- 
ments. The increase in bank loans and investments cre- 
ated, in turn, an increase in the money supply. For every 
month of 1954, end-of-month bank loans and investments 
outstanding and total bank deposits and currency were 
higher than for the corresponding month of 1953. This 
rise was in marked contrast to the declines in industrial 
production and in national income during much of the 
year. One reason that national income did not increase as 
a result of the increase in the money supply was that the 
public chose to hold an increasing proportion of its in- 
come in the form of deposits, notably time deposits. 


As is usually the case when treating one economic fac- 
tor alone, it is not possible to draw any precise conclu- 
sions as to the effect of monetary policy during the year. 
A rising money supply’ did not prevent a fall in national 
income early in the year, but, without the rising money 
supply, national income might have fallen more than it 
did. Monetary policy did act in the direction of promoting 
an expansion of credit ; and in the case of real estate activ- 
ity, there is evidence that easier credit terms were a ma- 
jor cause of the construction boom during the year. Apart 
from this one case, what can be said is that monetary 
policy was one of many economic forces at work during 
the year and that it was a force acting in the direction of 
economic recovery. There was no economic recovery dur- 
ing the first half of the year, but during the last few 
months of the year the economy did recover to some de- 
gree from the low point of the recession. 
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Implementation of policy of monetary ease 


During the first six months of 1954, the Federal Re- 
serve System pursued its policy of monetary ease in the 
open market by limiting its net sales of Government se- 
curities to $900 million. January through June is a time 
of year when the reserve position of banks is normally 
strengthened greatly by a seasonal contraction in deposits 
and currency. The System’s open market operations ab- 
sorbed only a part of the seasonal rise in reserves and 
thereby provided for some easing of bank reserve posi- 
tions. During the months of February, April, and May, 
the System contributed further to monetary ease by mak- 
ing borrowing from the Reserve Banks less costly. In 
February, the discount rate and the buying rate for 90- 
day bankers’ acceptances were reduced by % and % 
percent, respectively. In April and May these two rates 
were further lowered by % percent each. 


In the period from June 16 through August 1, the Sys- 
tem took one of its major actions of the year by gradually 
reducing reserve requirements at all member banks. De- 
mand deposit reserve requirements fell from 22 to 20 per- 
cent at central reserve city banks, from 19 to 18 percent 
at reserve city banks, and from 13 to 12 percent at coun- 
try banks. Time deposit requirements went from 6 to 5 
percent at all member banks. These reductions freed about 
$1.5 billion of reserves from the required reserve category. 


The System took action to spread over several months 
the impact of these changes in reserve requirements. Dur- 
ing July and August, it reduced its holdings of Govern- 
ment securities by about $1 billion, thereby offsetting 
most of the immediate impact of the changes. Later in 
the year, it made net purchases of securities, letting re- 
serves rise gradually as the seasonal need for them grew. 
At the very end of the year, it allowed excess reserves 
to fall by several hundred million dollars. 
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Ease in bank reserve positions during most of year 


One measure of the degree of monetary ease in the 
banking system is the level of “free” reserves, shown in 
Chart 1. The level of free reserves is equal to the level 
of excess reserves minus the level of member bank bor- 
rowings from the Federal Reserve Banks. Taken by 
themselves, a rise in excess reserves indicates more ease 
in bank reserve positions, and a fall in member bank bor- 
rowings usually indicates a reduction in pressure on bank 
reserve positions. If the difference between excess re- 
serves and member bank borrowings increases, the two 
indicators together may therefore be taken to show more 
ease in bank reserve positions. As the chart shows, free 
reserves were negative during a large part of the post- 
Korean inflation and became positive only in June 1953, 
at the beginning of the 1953-54 recession. They rose to 
about $800 million in January 1954, indicating a high 
degree of monetary ease. Through System action, they 
were kept at $600 to $700 million throughout the spring 
and summer of the year, and at the very end of the year 
they were allowed to fall to about $400 million. 

In the Twelfth District, free reserves followed a pat- 
tern similar to the national one. Free reserves became 
positive in June 1953, but turned negative again until 
December. During 1954, they averaged about $50 million 
from April through September and somewhat lower in 
the last three months. The table below shows the average 
level of one component of free reserves, District mem- 
ber bank borrowings, for the final month of each quarter 
of the last three years: 


(Averages of daily figures; in thousands of dollars) 


1952 1953 1954 
March . 84,921 116,412 13,858 
June. 84,440 26,543 2,057 
September 55,169 95,555 1,632 
December 111,831 12,895 5,325 


The level of free reserves tends to measure the net ef- 
fect in terms of monetary ease of all the forces exerting 
pressure on member bank reserves, including Federal 
Reserve System policy. The degree of monetary ease as- 
sociated with a particular level of free reserves may vary 
considerably, however, depending in part upon the dis- 
tribution of those reserves among banks. Some of the 
principal forces affecting District member bank reserves 
during 1954 are shown in Table 1. The operations of the 
Treasury increased District member bank reserves dur- 
ing the year, while the net outflow of funds on commercial 
account decreased them by a somewhat greater amount. 
Reductions in currency in circulation and other Federal 
Reserve accounts increased reserves, as did a minor in- 
crease in Reserve Bank credit outstanding. On balance, 
however, member bank reserves fell by $46 million from 
December 31, 1953 to December 31, 1954. The reduction 
in legal reserve requirements in the summer, however, 
made it possible to expand total bank credit in spite of the 
fall in total reserves. 
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TABLE 1 
Sources AND Uses or TweE.rru Districr Memper BANK 
RESERVES 


(in millions of dollars) 


Sources of member bank reserves 
(factors which when positive 1936-40 
increase reserves (average) 1951 1952 1953 1954 
Reserve bank credit ....... + 1 — 21 + 7 — 14 
Change in credit extended 
to member banks in the 
District by the Federal Re- 
serve Bank of San Fran- 
cisco. 
Commercial operations ..... —180 
et payments from other 
Districts to banks and the 
public in the Twelfth Dis- 
trict (net Twelfth District 
payments to other Dis- 
tricts —). 
United States Treasury 
Operations ...ccccccccces +311 
et payments from the 
Treasurer’s account at the 
Federal Reserve Bank of 
San Francisco to banks and 
the — (net payments to 
the Treasurer’s account—). 


+ 
& 


—1582 —1912 —3073 —2448 


+1983 +2265 +3158 +2328 





+ 330 + 360 + 71 — 118 





Uses of member bank reserves 
factors which when positive 
reduce reserves) 
Demand for currency....... + 36 
Change in holdings of coin 
and currency by banks and 
the public, 
Change in nonmember de- 
posits and other Federal Re- 
serve Accounts .......... + 3 — 533 — 146 — 5 =— 42 


+136 +116 + 34 — 72 


+189 +132 + 39 — 30 








Change in member bank 


WOIIOED: dine ccetnean ste +93 + 244 + 244 


Low money rates and rising bank assets 


Money rates were generally down from 1953 to 1954. 
This change was in large part a reflection of the general 
economic recession, but it was also in line with the Fed- 
eral Reserve policy of monetary ease. As Table 2 shows, 
the change characterized both short- and long-term rates 
and both private and Treasury borrowing. However, a 
number of money rates began to increase in the latter part 
of the year. 

The rise of total loans at all member banks during 1954 
was another manifestation of easier credit conditions. 
Even though total member bank loans rose while business 
activity did not, changes in the volume of lending were 
similar to the business picture in a number of ways. For 
one thing, the rate of increase in total loans was smaller 
from 1953 to 1954 than previously ; it was 4 percent in 
1954 compared with gains of 11 percent in 1951 and 1952 
and of 5 percent in 1953. The rise during 1954 was largely 
due to the increase in real estate loans, just as one of the 
most buoyant sectors of the economy was the residential 
construction sector. In this case, there is evidence that 
easy credit conditions contributed directly to the high vol- 
lume of residential construction and were therefore a 
cause rather than a result of the business picture.* Loans 
to individuals, like disposable personal income, rose just 
a shade above the 1953 level. Commercial and industrial 
loans, like total business inventories, were below their 


2See pp. 21-22 of this Review for more detailed discussion, 
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TABLE 2 


Money Rates AND YIELDs* 
(percent per year) 
Prime 
commer- United States Government 
cial -————Securities (taxable) ————_, 
paper, 3-month 9-tol2- 3-to5- Long- 
4-to6- Treasury month year term 
issues issues 


J 
September 
December 


September 
December 


8 Dye FP) 9909 PO pe pes pe eo 
we ONODAH DO 
COANHKNDASA 
NNYNYVYNVYENRHYYPNVYPVNNYD 
UMUUNOOBNNA 

Ne eR ONO UIE 
NNVNNYLSOVLENwUwNNN?! 
WBOWDeNHAlK ONS 
CSCWOOAWWOOHNNUOON 


1 Monthly averages. 
? Rate on new issues. 
* Moody’s Aaa. 
Source: Board of Governors of the Federal Reserve System and United States 

Treasury Department. 
year-ago level during all of 1954, with some evidence of 
recovery toward the end of the year. 

Member bank loans behaved somewhat differently in 
the Twelfth District than in the rest of the nation (Table 
3). Total loans outstanding in 1954 were above year-ago 
levels on the call dates of April 15 and December 31, but 
they fell below year-ago levels for the call dates of June 30 
and October 7. For the nation, loans outstanding were 
above year-ago levels on all four call dates. Real estate 
loans account for part of this difference in behavior ; they 
rose less in the District than in the nation, probably be- 
cause of the greater dip in construction activity in the 
District during early 1954. Most of the difference between 
the District and the rest of the nation was due to the dif- 
ferent behavior of loans to individuals. For the average of 
the four call dates, this category of loan was 2 percent 
higher in 1954 than in 1953 for the nation as a whole and 
8 percent lower in 1954 than in 1953 for the Twelfth Dis- 
trict. Since consumer loans outstanding at banks had 
risen more rapidly in the District than in the nation in the 
latter part of 1952, the pressure of repayments was prob- 
ably greater in the District, and this factor may have de- 
pressed District loans outstanding. Bank extensions of 
consumer installment credit in 1954 also dropped much 
more sharply in the District than in the nation as a whole. 

The nation’s member banks increased their holdings of 
United States Government securities by 10 percent dur- 
ing 1954. This large increase resulted from the combina- 


TABLE 3 


Member Bank Deposits aNp EARNING ASSETS—TWELFTH 
District 
(in millions, as of December 31) 


Demand deposits of individuals, 1941 1952 1953 
partnerships, and $10,232 $10,160 
Time deposits! 4 7,370 7,80. 
United States Government deposits. 144 475 427 
2,451 8,839 9,220 
1,738 6,619 6,639 
542 1,713 1,799 


Preliminary. 
1 Excluding interbank and United States Government deposits. 
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tion of a large volume of excess reserves and a slackening 
(although not declining) volume of bank loans. Under 
such circumstances, purchase of Government securities 
provided an attractive method of keeping bank funds in- 
vested. In the Twelfth District, member bank holdings of 
Government securities rose by 16 percent. The larger rel- 
ative increase in the District may have been due in part 
to a less active demand for bank credit in the District and 
in part to the restraining influence upon bank lending 
policy of the typically higher ratio of loans to total assets 
at District banks. Under these circumstances, District 
banks had a greater incentive to acquire Government se- 
curities. The over-all result was that earning assets of 
member banks increased at a slightly faster rate in the 
District than in the nation as a whole. 

These large increases in bank holdings of Government 
securities during the year came only in part from an in- 
crease in the public’s holdings of the Federal debt. Federal 
debt owned by the public rose by only $2.3 billion from 
December 31, 1953 to December 31, 1954, while commer- 
cial banks made net purchases of $5.5 billion of Federal 
debt during that period. State and local governments also 
increased their holdings of Government securities. The 
offsetting groups which decreased their holdings were the 
Federal Reserve Banks, nonfinancial corporations, indi- 
viduals, insurance companies, and mutual savings banks. 
The last two groups have special significance, since their 
sale of securities to commercial banks made available to 
them more funds to finance the residential construction 
boom and the large volume of capital expenditures by 
state and local governments. Commercial banks also in- 
creased their holdings of state and local government secu- 
rities by more than $1.5 billion—about three times the in- 
crease during 1953. 


Larger money supply contrasts with smaller national income 


The rise in the nation’s bank loans and investments re- 
sulted in an increase in the privately-held money supply 
during 1954. National income, on the other hand, fell be- 
low its 1953 level for the year as a whole. The contrast 
between the two series was greatest during the twelve- 
month period from the second quarter of 1953 to the sec- 
ond quarter of 1954. During that time national income 
fell by about 3 percent, or $8.6 billion, while the average 
money supply went up by about 3 percent, or $5 billion. 
Another way of expressing this difference in behavior is 
to say that the money supply as a percent of national in- 
come rose from 1953 to 1954. In 1953, the public held 
deposits and currency equal to 64 percent of the national 
income ; in 1954, the figure was 67 percent. 

It is not possible to compute these same percentages for 
the Twelfth District. It is fairly certain, however, that 
the direction of change was the same in the District as 
in the nation from 1953 to 1954. Changes in member bank 
deposits and in currency in circulation in the District 
were similar to those in the nation as a whole. And indi- 
cators closely correlated with income also moved in rough- 
ly the same way in the nation and in the District. Conse- 


Pees i oe a 














a 





February 1955 












Cuart 2 
LOANS OUTSTANDING AT TWELFTH DISTRICT 
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quently the ratio of money to income probably followed 
the same course in the District as it did in the nation. 

Further analysis indicates that time deposits are the 
component of the money supply which accounted for most 
of the rise in the ratio from 1953 to 1954. The nation’s 
demand deposits rose by a little more than 1 percent from 
June 30, 1953 to June 30, 1954, while currency outside 
banks fell by about 1 percent between the same two dates. 
Taken together, the two rose by about $1 billion, or % of 
1 percent. Neither in absolute amount nor in rate of 
change does this rise compare to the $5 billion, 7.3 per- 
cent rise in the nation’s time deposits. Time deposits in 
the member banks of the District also increased at a 
much higher rate and by a greater amount than demand 
deposits. Demand deposits rose by $435 million, or 3.7 
percent, while time deposits rose by $680 million, or 8.8 
percent, between June 30, 1953 and June 30, 1954. For 
the period from the end of December 1953 to the end of 
December 1954, the nation’s demand deposits increased 
by more than they had in the June-to-June period. Never- 
theless, the same contrasts occurred—a far greater in- 
crease in time deposits than in the rest of the money sup- 
ply, both in rate and in amount of change and for both 
the District and the nation. 
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Time deposits have been increasing rapidly not only 
since 1953, but for the last four years. For the District, 
for example, they grew by 8, 11, 7, and 9 percent during 
the years 1951, 1952, 1953, and 1954, respectively. In 
the previous three years, on the other hand, the rates of 
growth ranged from 1 to 3 percent. The pickup in the 
growth of time deposits in 1951 is associated with a 
rise in the rate and amount of saving out of disposable 
personal income (that is, personal income after taxes). 
The increase in time deposits has constituted 20 to 25 
percent of personal savings during the last four years. In 
these years, personal savings have been about 8 percent 
of disposable personal income (there was a slight drop 
to 7 percent for the last half of 1954), a rate which has 
not been equalled, apart from the years of World War II 
rationing and price controls, during any other of the 32 
years for which comparable data exist. The rate was 
nearly equaled during the middle 1920's, and interest- 
ingly this period was also one when time deposits were 
growing very rapidly. 

During 1954 disposable personal income and personal 
savings stayed at about their 1953 levels. This character- 
istic of the 1953-54 recession may be an important part 
of the explanation of the change in the ratio of money 
supply to national income from 1953 to 1954. The change 
in this ratio was a reflection of the rise in time deposits. 
The rise in time deposits during the last four years has 
been associated with a high rate and amount of personal 
savings. Personal savings fell very little during the cur- 
rent recession—very much less, for example, than in the 
1948-49 recession—and the yearly increase in time de- 
posits did not slacken either. 

To account for all of the historical changes in the re- 
lationship between the money supply and national in- 
come would require a great deal more measurement and 
analysis than the foregoing observations about time de- 
posits and personal savings in the last four years. All 
components of national income and all components of the 
money supply would enter into such an account, and dur- 
ing some periods changes in time deposits and personal 
savings might be much less significant than in the years 
since 1950. 











DISTRICT FARMERS FACED STORMY ECONOMIC WEATHER IN 1954 


apa farm income in 1954 continued the decline 
that began in 1952. Lower prices were primarily re- 
sponsible for the reduction in 1952 and 1953. Last year 
prices again were the dominant factor in the decline of 
farm income derived from marketings of livestock and 
livestock products, but the reduction in total farm income 
also resulted from a lower level of crop output. In addi- 
tion, continued high production costs resulted in an in- 
tensification of the cost-price squeeze on farmers, reduced 
net incomes of producers, and led to additional small re- 
ductions in land values. Total indebtedness of farmers 
rose during the year. 


National demand for goods and services, as reflected by 
consumer expenditures, remained at a high level in 1954. 
The rate of consumer spending during the last quarter of 
the year rose to a record level, and expenditures for goods 
during the year were 2 percent higher than in 1953. For- 
eign demand for American farm products also was some- 
what improved, particularly in the latter half of the year. 
Stimulated by Government export programs, July- 
December export shipments of farm products ran 8 per- 


cent above such shipments in the corresponding period of 
1953}. 


1For a discussion of 1954 trends in a few important agricultural exports of the 
Twelfth District, see the article on foreign trade in this Review. “is 
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Despite increased levels of consumption in both domes- 
tic and foreign markets, national stocks of major storable 
commodities remained large at the year’s end and supplies 
of wheat, rice, and feed grain had increased. Furthermore, 
District and national output of beef, milk, poultry, and 
eggs increased, and it appears probable that production 
of these commodities will remain high in 1955. Little net 
improvement in farm prices and some additional reduc- 
tion in cash farm income are anticipated for 1955, accord- 
ing to the United States Department of Agriculture. 


District Cash Farm Income Continues Down 


Cash receipts from Twelfth District farm marketings 
were 5.3 percent smaller in 1954 than in the previous year. 
As expected, this decline was greater for the District than 
for the nation as a whole with its drop of about 4.6 per- 
cent. Largest District reductions occurred in Idaho and 
Arizona where farm incomes in 1954 were smaller by 
about 8 and 12 percent, respectively (Table 1). The farm 
income drop in Utah also was relatively great, approxi- 
mating 6 percent, while reductions in Pacific Coast states 
were somewhat smaller than the District average. Ne- 
vada’s 1954 farm income was nearly as large as in 1953, 
but in this state cash farm income has dropped precipi- 
tously from the relatively high levels of 1952. Nationally, 
farmers’ realized net income totaled 10 percent less than 
in 1953. 


Cash incomes of both crop and livestock producers, ac- 
cording to data available, were smaller in 1954 than in the 
previous year not only in the District but also in the na- 
tion. District crop receipts were hearly 6 percent smaller 
than in 1953. This compares with a drop of slightly less 
than 4 percent for livestock and livestock products. Na- 
tionally, the percentage reduction for livestock and live- 
stock products was even smaller (Table 1). On balance, 
it appears that a reduced volume of crop marketings in 
the nation as a whole was offset by an increased volume of 
marketings of livestock, with the result that the downward 
trend in cash farm income during the year in comparison 
with 1953 reflects the generally lower level of farm prices 
(Chart 1). 


TABLE 1 


Torat CasH INCOME FROM FARM MARKETINGS IN 1954 wiTH 
Comparisons, Twe_rrH District AND UNITED STATES 


Cash 
income 

in 1954 

(in millions) 1953 
322 — 7.5 

365 —12.1 

144 — 6.1 
42 — 19 
Washington 564 — 4.7 
Oregon 384 — 4.8 
2,491 — 4.1 
4,312 — 5.3 
1,624 — 3.9 
Crops, all 2,688 — 5.9 
United States—total 29,953 — 4.6 
Livestock 16,683 — 3.4 — 9.5 
Crops, all 13,270 — 6.2 — 6.9 


Source: United States Department of Agriculture, Agricultural Marketing Serv- 
ice, The Farm Income Situation. 


Percent change 


1952 
—14.6 
— 5.2 
—17.3 
—25.2 
— 2.7 
— 8.5 
— 9.3 
— 9.0 
—14.5 
— 5.3 


— 8.4 


Twelfth District—total 
Livestock 
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PERCENT CHANGES IN VOLUME OF FARM MARKETINGS, 
PRICES RECEIVED BY FARMERS, AND CASH RECEIPTS 
FROM FARM MARKETINGS OF EACH MONTH OF 1954 
FROM THE CORRESPONDING PERIODS 
OF 1953—UNITED STATES 
Percent change 
+10 





Volume of Farm Marketings 
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Prices Received by Farmers 





7 Cash Receipts from Farm Marketings ~ 
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Source: United States Department of Agriculture, Bureau of Agricultural Eco- 
nomics, Agricultural Prices. 











Despite a lower level of prices and crop restrictions, the 
total value of District crop production, as distinct from 
income from crop marketings, was about the same in 1954 
as in the previous year (Table 2). Crop production values 
were smaller for the grains, cotton and cottonseed, com- 
mercial vegetables, and deciduous fruits. Surprisingly, 
these reductions were about offset, however, by increased 
crop values for hay, tree nuts, seed crops, citrus fruits, 
and a residual category of commodities including flaxseed, 
hops, dry edible beans and peas, sweet potatoes, and po- 
tatoes (Table 2). Increased production and value of many 
important District crops may account for a relative 
strengthening in cash incomes of District crop producers 
during the last half of 1954 when new crop supplies began 
to be marketed. But changes in farm income, the pattern 
of change in such income among different farm commodi- 
ties and among various regions of the District, as well as 
changes in the value of production are explained by the 
interaction of change in prices, on the one hand, and acre- 
age, production, and marketings, on the other. These ex- 
planatory factors, therefore, require some detailed in- 
vestigation. 


Lower prices explained most of the drop in income 
from livestock and livestock products 


The index of prices received by United States farmers 
for all farm products continued to trend downward 
throughout 1954 and was below year-ago levels in each 
month of the year (Chart 2). Average prices of all farm 
products were 3 percent lower in 1954 than in 1953. This 
difference stemmed mainly from lower prices for livestock 
and livestock products which, at times, averaged 12 per- 
cent below prices received in comparable periods of a year 
earlier. Crop prices, on the other hand, appear to have 
strengthened considerably after about mid-year (Chart 3 
and Table 3). They remained above year-earlier levels 
throughout the balance of 1954. Prices of most major de- 
ciduous fruits and oranges were considerably improved 
over 1953 levels until the last quarter of the year when 
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TABLE 2 


VALUE OF PropucTIoN oF PriNcIPAL Crops WITH COMPARISONS 
Twetrrx District, 1953 anp 1954 
Value of 
7-—productiono——, 
1953 1954 
(in thousands of dollars) 
625,443 612,217 


Percent 
change 
1953-54 
— 2.1 


Principal reason 
for change 
Reduced wheat produc- 
tion and lower prices 
for most other grains. 


All grain? 


Cotton and 


cottonseed . 515,666 457,831 Higher prices more than 
offset by smaller pro- 


duction. 


Slightly higher price 
more than offset mod- 
erately smaller pro- 
duction. 


All hay 299,551 303,653 


Vegetables, all 


commercial 421,342 


130,731 


412,403 
146,064 


Lower prices. 

Citrus fruits? .... Reduced production of 
oranges and _  grape- 
fruit more than offset 
by higher prices of 
oranges and an in- 
crease in lemon pro- 
duction. 

Deciduous fruits 


and others? .... 450,103 441,437 Reduced production of 
peaches, grapes, apri- 
cots, and plums and 
lower apple prices 
more than offset pro- 
duction increases of 
some other fruit crops 
and generally higher 
fruit prices. 

44,417 48,159 + 8.4 Increased production 
more than offset lower 


prices. 


Seed crops 44,475 63,798 +43.4 Increased seed prices 


and increased alfalfa 
seed production. 


Other® 198,212 250,079 +26.2 Increased dry edible pea 


and bean production 
and higher potato 
prices. 
2,735,641 2,729,940 + 0.2 
1Corn, oats, wheat, rice, barley, rye, and sorghum grain. 
? Based on production in the period November 1, 1953 to November 1, 1954., 
*Apples, peaches, pears, grapes, cherries, plums, prunes, apricots, avocados, 
dates, figs, and olives. 
‘Walnuts, almonds, and filberts. 
* Flaxseed, hops, dry edible beans and peas, sweet potatoes, and potatoes. 
Source: United States Department of Agriculture, Agricultural Marketing Serv- 
Ragas Summaries of Season Average Prices and Value of Production, 


they dropped sharply. But prices of wheat and cotton 
were generally somewhat higher during the last half of 
the year than in 1953. Lower prices prevailed for rice, 
feed grains, avocados, many of the berries, dates, figs, 
olives, some processing crops such as lima beans and to- 
matoes, and tree nuts except pecans as well as apples and 
lemons. Onion and potato prices, however, were much 
improved as were prices of most clover seeds. 

Among livestock products, prices received by farmers 
for poultry and eggs were particularly weak after the first 
two months of 1954 and declined 27 percent between Jan- 
uary and December (Chart 3). Meat animal prices slipped 
below the 1953 level of prices in July and during the rest 
of the year were as much as 10 percent below the already 
relatively low prices of a year earlier despite small in- 
creases in prices of slaughter hogs. Moreover, prices of 
milk, butterfat, lambs, turkeys, and most other livestock 
or livestock products, other than wool, averaged lower. 
Such across-the-board price reductions for livestock and 
livestock products resulted from increases in nearly all 
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INDEXES OF PRICES RECEIVED BY FARMERS 
UNITED STATES 1952-55! 


(1910-14=100) 
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lines of livestock production which were not matched by 
increases in incomes and demands at the consumer level. 


Record levels of production were scored 
for beef, eggs, and milk 


Although rising to new record levels, marketings of 
cattle and calves appear to have reached a period of com- 
parative stability. Total annual increases in the commer- 
cial slaughter of cattle and calves were only 4 percent for 
the District and 5 percent for the United States, compared 
with increases of 20 percent and 30 percent, respectively, 
for 1953 (Table 4). Moreover, the larger part of last 
year’s increase came during the first months of 1954. In 
September, cattle slaughter dropped nationally to the low- 
est rate since March 1952. But fewer steers and more cows 
and heifers were slaughtered in 1954 and it was thought 
that this would result in a reversal in the upward trend 
of cattle numbers in the United States. According to the 
January 1, 1955 inventory report of the United States De- 
partment of Agriculture, however, the nation’s beef cattle 
supply has continued to grow (Table 5). Continued in- 
creases in cattle slaughter apparently will be necessary to 
halt the growth in cattle numbers. A 10 percent increase 
occurred in District slaughter of lambs in 1954, but na- 
tionally lamb slaughter in the fourth quarter dropped be- 
low levels of a year earlier, indicating that higher price 
supports for wool probably have prompted producers in 
some areas to hold some lambs from the market for wool 
production purposes and for breeding. Hog slaughter, on 
the other hand, remained relatively low on both a national 
and District basis, reflecting fewer farrowings in the fall 


TABLE 3 


CHANGES IN Prices REcEIVED BY FARMERS WITH COMPARISONS 
Unitep States, 1954 
Percent change 
in price 
indexes between 
r—Jan. and Dec.—, 


Percent change 
in United States 
-7—annual average prices——, 


All crops 

All livestock and 
livestock products. 

All farm products.. 


1952-54 1952-53 
— 9.4 


—11.1 
—10.4 


—16.3 
—13.2 


1953-54 
+0.8 


—5.9 
—3.1 


1953 
—6.3 


—4,3 
—5.2 


1954 
+ 0.4 


—14.4 
— 7.7 


Source: United States Department of Agriculture, Agricultural Marketing Serv- 
ice, Crop Reporting Board, Agricultural Prices. 
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RELATIVE CHANGES IN PRICES RECEIVED BY FARMERS FOR VARIOUS CLASSES OF FARM COMMODITIES 
UNITED STATES RATIOS OF 1954 TO 1953 MID-MONTH PRICES 


(1953 levels of prices = 100) 


Ratio of 1954 
to 1953 prices 


Ratio of 1954 
to 1953 prices 
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of 1953 and increases in the number of gilts retained on 
farms for breeding purposes. 


Disproportionately large price reductions for eggs and 
broilers resulted from sharp increases in production of 
these commodities (Table 7). District broiler prices 
dropped 10 percent despite little change in District pro- 
duction of broilers. Producer prices of broilers in District 


TABLE 4 
CoMMERCIAL LivestocK SLAUGHTER WITH CoMPARISONS 
TwetrrH District AND Unitep States, 1954 


771954 slaughter—, -——Percent change 1954 from———,, 
Twelfth United -——1953———, -—1949-53 average— 
District States Twelfth United Twelfth United 
(million pounds) District States District States 
Cattle and calves.. 3,496 25,986 + 3.6 +5.0 +30.2 
Sheep and lambs .. +10.3 +0.1 —32.7 
Hogs —2.3 —0.7 


—16.1 —82 

4,530 43,070 + 3.0 427 +4186 +10.0 
D - 

ey) rer of Agriculture, Agricultural Marketing Serv- 
states apparently were affected by increased production in 
non-District areas and by increased competition provided 
by egg producers who culled their flocks during the year 
in anticipation of even lower egg prices. 

Milk production in 1954 as compared with 1953 in- 
creased 7 percent in the District and 2.5 percent in the 


United States. As the consumption of fluid milk in the 
United States increased only moderately, production of 
butter, cheese, and dried milk continued high, and the flow 
of these commodities into Government warehouses con- 
tinued, particularly during the early part of the year. In- 
creases in production of butter and cheese also were much 
larger for the District than for the nation (Table 7). 
Nevertheless, price support purchases of dairy products 
declined after midsummer reflecting the seasonal reduc- 
tion in output. During several consecutive weeks of the 
fourth quarter no price support purchases of butter were 
made. The reduced level of purchases permitted substan- 
tial reductions in Commodity Credit Corporation inven- 
tories of dairy products. Even so, however, these inven- 
tories remain large. 


Smaller District crop acreage and production 
accounted for drop in crop receipts 

The long upward trend in harvested acreage of District 
crops was halted last year and reversed by a reduction in 
such acreage of more than 1 percent (Table 8). Acreage 
allotments and marketing quotas on cotton and wheat, 
together with drought conditions in parts of Utah and 
Nevada, were principally responsible for some relatively 
large acreage reductions for a few major District crops. 


TABLE 5 


Numsers or LivestocK on Farms, JANUARY 1, 1955 wirH CoMPARISONS 
Twetrrg District AND UNITED STATES 


January 1, 19555... 
United 
States 


Twelfth 
District 
(in thousands) 
All cattle and calves 
Milk cows? 
Other cattle? 
All hogs and pigs 
All sheep and lambs 
Horses and colts 
Mules and colts 
All chickens? 
Il turkeys 


1 Milk cows 2 years old and older. 
? Mainly beef cattle and calves. 
* Does not jactate. commercial broilers 





tees Percent change from 
January 1, 1944-53 
c—— January 1, 1954, cr ag 
Twelfth i 
District 





United 
States 
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Source: United States Department of Agriculture, Agricultural Marketing Service, Livestock gud Poultry on Farms and Ranches, January 1. 
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TABLE 6 


Tora VALuE or Livestock on Farms on JANuary 1, 1955 wirH CoMPARISONS 
Twe.rTH District AND UNITED STATES 


January 1, 1955———_—_, 


Twelfth 
District 


(in thousands of dollars) 


All cattle and calves 


PT OS eae eee ee 

All sheep and lambs 

Horses and colts 

Mules and colts ........... Pree ry pre ere rr 
All chickens .......+.- soe 

All turkeys 


2,257,885 





=e Percent change from 
January 1, 1944-53 
2 — 
United 
States 
—11.3 
—20.9 


United 
States 


c— January |, 1954—— 
Twelfth 


8,478,697 
3,252,510 
5,226,187 
1,684,116 
463,127 
164,732 
90,090 
471,522 
29,072 


19,860,053 


Source: United States Department of Agriculture, Agricultural Marketing Service, Livestock and Poultry on Farms and Ranches, January 1, 1955. 


These were nearly offset, however, by large acreage in- 
creases for other crops such as feed grains, flaxseed, dry 
edible beans and peas, sugar beets, and rice. 


Large District reductions in wheat and cotton acreage 
were offset to some extent by increases in yields of wheat 
and cotton and by large increases in production of feed 
grains, clover seeds, and dry edible beans and peas in the 
Pacific Northwest and of barley, oats, corn, grain sor- 
ghum, and sugar beets in California (Table 9). Because 
per unit values as well as cash income per acre are much 
greater for wheat and cotton than for the feed grains, the 
acreage and production shifts from these two crops led 
to lower levels of cash income from crops. In the Pacific 
Coast states as a whole, however, these losses were large- 
ly offset by large increases in production of barley, hops, 
dry edible beans, potatoes, seeds, sugar beets, and some 
other crops. Among other field crops of the District, rela- 
tively large production decreases also occurred for pota- 
toes, hay and clover seeds, rice, and, of course, cottonseed 
(Table 9). However, with potato prices much improved 
over a year earlier, the total District crop value of potatoes 
last year was nearly 50 percent greater than in 1953. The 
increases in production of hay and clover seeds together 
with much improvement in many seed pricés combined to 
produce an increase of about 44 percent in total value of 
District seed crops in 1954. Incomes of rice producers, on 
the other hand, reflected not only the effects of smaller pro- 
duction but also of lower prices. The result was a drop of 
about 23 percent in the value of the California rice crop. 


Among the District fruit and nut crops, large produc- 
tion increases from the previous year were scored in 1954 
for avocados, pears, olives, oranges, almonds, filberts, and 
walnuts (Table 9). Production decreases occurred for a 


TABLE 7 


Propuction oF SELECTED LivestocK Propucts 1n 1954 witH 
Comparisons, TWELFTH District AND UNITED STATES 


ca Percent change 1954 from———,, 
71954 production— 1943-52 
Twelfth United -———1953———, -——average——, 
District States Twelfth United Twelfth United 
(in millions) District States District States 
Eggs (n 6,337 64,582 8.9 +47 
Milk (Ib. f - 12,163 123,800 £ 2.5 
Butter (ib.) ‘. ‘ 119 1,449 
Cheese et secre 63 1,022 Tis 2 +16. 0 


Source: United States Department of Agriculture, Agpionent Masheting Serv- 
ice, Crop Production and Creamery Butter and Cheese Estimates. 


number of fruit crops, however, including apricots, dates, 
grapes, peaches, plums, and lemons. Tree nut production 
increased sufficiently to add about 8.5 percent to total crop 
value of District tree nuts as compared with 1953. Fur- 
thermore, higher prices of oranges and lower farm prices 
of lemons resulted in a substantial increase in the total crop 
value of citrus fruits despite a smaller orange crop. The 
aggregate crop value of other fruits, indicating the influ- 
ence of lower apple prices and smaller crops of peaches, 
grapes, and plums, dropped slightly despite production in- 
creases of many important fruit crops and a generally 
favorable level of fruit prices. 


Production Expenses Continue High 
and Farm Debts Increase 


Although prices of farm-produced expense items such 
as feed, seed, and livestock have moved down since 1952, 
factory-produced cost items together with interest rates 
and taxes have moved up. Little over-all change has oc- 
curred in farm cost rates in 1954. Wage rates and prices 
of seed, fertilizer, and some miscellaneous farm supplies 
were down slightly, while prices of feed and building ma- 
terials averaged about the same and prices of livestock 
and motor supplies were a little higher. Slight increases 
in farm machinery prices were frequently offset somewhat 
by larger discounts and trade-ins. Since farmers increased 
the extent of their insurance coverage during the year, 
insurance costs to the farmer were increased even though 
insurance rates remained about unchanged. 


TABLE 8 


Totat Harvestep ACREAGE OF PrincipAL Crops WITH 
Comparisons, TwELFtH District AND UnitTep States, 1954 


1953-54 
season 
(in thousand 
acres) 


3,683 


Percent change 


trom: 





Washington .. 

Oregon 

California . 

Twelfth District ote 6. 6 
United States ..ccccccccccccese 336,954 — 2.4 


Source: United States Department of Agriculture, Agricultural Marketing Serv- 
ice, Crop Reporting Board, Crop Production, 1954, Annual Summary, 





oe 


The amount of interest paid by farmers in 1954 for 
short-term, non-real estate credit totaled 5 to 10 percent 
less than in 1953. This resulted mainly from a decrease 
in the amount of short-term credit used, since interest 
rates either stabilized or decreased slightly in 1954. Re- 
duced costs from this source, however, were more than 
offset in most areas of the United States by increased in- 


TABLE 9 


PRODUCTION AND VALUE OF PrINcIPAL Crops WITH 
Comparisons, TwELFrxH Drstrict, 1954 


Pend 
is 





Gross farm value 
-~Percent change— Percent 
1943-52 1954 change 
average (in millions) 
+ 76.4 $166.6 
65.6 
29.8 
402.6 
55.5 
4.3 
20.0 
303.4 
20.5 
32.2 
14.6 
139.4 
$1.1 


a 


1954 
(in thousands) 
150,227 
8,005 
15,991 
2,300 


Field and seed crops 
Barley (bu.) 
Beans, dry (100% bag) 
Corn (bu.) 

Cotton, lint (bale) ... 
Cottonseed (ton) .... 
Flaxseed (bu.) 

Grain sorghums (bu.) 
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2,825 
113,238 
10,872 
7,805 
149,537 
94,205 
8,800 


Peas, dry (100% bag) 
Potatoes (bu.) 

Rice (100% bag) .... 
Sugar beets (ton) ... 
Wheat, all (bu.) ... 
Alfalfa seed (Ib.) ... 
Red clover seed (Ib.) 

Fruit and nut crops 


Apples (bu.) 
Apricots (ton) 


[+4++4+4+44] | +++ 
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Prunes, fresh’ (ton). 
Grapefruit? (ton) ... 


Arun 
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Filberts (ton) 
Walnuts (ton) 


Truck crops for fresh market 
Asparagus (30% cr.). 2,063 
Beans, snap (30% cr.) 2,226 
Cabbage (ton) 134 
Cantaloups (70# cr.). 10,581 
Carrots (50# bu.) ... 15,967 
Caulifiower (37# cr.) . 5,379 
Celery (65 cr.) .... 13,493 
Corn, sweet (units)*. 4,286 
Lettuce (70# cr.).... 32,645 
Onions (50f sack) .. 15,058 
Peas, green (30% bu.) 999 
Strawberries* (36 cr.) 7,200 
Tomatoes (53# bu.). 10,264 
Watermelons (no.).. 19,494 
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Truck crops for processing 
Asparagus (ton) .... 64 
Beans, green lima 

(ton) 
Beans, snap (ton)... 
Corn, sweet (ton) ... 
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48.3 
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17.0 
4.8 


+ This is a combined estimate of fresh and dry 
? Figures are ior crop year beginning Novembe' 
*1 unit — S dozen ears 
‘Total of strawberries for fresh market and processing market 
Source: United States Department of Agriculture, hen pal Macuoting Serv- 
ice, Annual Saal =. of Production and Value of 
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terest costs arising from a continued rise in the amount 
and value of farm mortgage loans outstanding. 


The total indebtedness of District farmers appears to 
have increased again in 1954 despite a substantial drop 
in non-real estate credit extended for purposes other than 
for carrying out Government price support activities. In 
1953 a drop in the short-term debts of District farmers 
and an increase in their total mortgage obligations resulted 
in an increase of about 2.5 percent in their total indebted- 
ness. The pattern appears to have continued in 1954 with 
increases in farm mortgage loans of insurance companies 
and of the Farm Credit Administration, reductions by 
commercial banks in both long- and short-term farm 
loans, and reductions at least until about midyear in short- 
term loans of production credit associations. Loan data 
for June 30, 1954 for District commercial banks indicate 
declines from the same date a year earlier of 10.4 percent 
in their non-real estate loans (excluding CCC loans) and 
of 1.5 percent in their real estate loans. Loans of District 
production credit associations fell 8.5 percent. However, 
as of December 1954, District PCA loans were 2 percent 
above a year earlier, and preliminary data indicate a 
slight gain over a year earlier in farm real estate loan 
volume of District member banks. The non-real estate 
loan volume of such banks remained relatively low. Na- 
tionally, an increase during 1954 of about 6.5 percent in 
the farm real estate debt is indicated and total farm mort- 
gage debts of District farmers appear to have increased 
substantially. Within the District the total of real estate 
debt is much larger than the aggregate of all short-term 
production loans. 


Despite the increase in District farm mortgage debt, 
there is some indication that the rate of increase in such 
debt is diminishing (Table 10). The volume of farm mort- 
gage debt recorded by all lenders in the Berkeley and Spo- 
kane farm credit districts was about 10 percent less than 
the amount recorded in a similar period of 1953. But ac- 
cording to Federal Land Bank sample data obtained in 
mid-1954, an increased proportion of the amount of new 
loans closed by the Federal Land Banks is being used to 
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refinance existing real estate mortgages and outstanding © 


short-term debt. There is some indication, however, that 


the use of farm mortgage loans to refinance non-real es- 7 


tate debt may have leveled off somewhat during 1954. 


TasLe 10 
EsTIMATED NUMBER AND VALUE OF FarM MortcGaGcEs REcoRvED 
BY ALL Lenpers DurRING THE First Ning Montus or 1954 wit 
CoMPARISONS—SPOKANE AND BERKELEY FARM CREDIT 
Districts AND UNITED STATES 
Percent change 
from first 9 months 
77 of 1953. 
Aver- 
age 


1954 
cm (first 9 months) 
Total 


amount Average 
(in thousands size Total 
of dollars) (in dollars) Number amount size 
13,197 124,748 9,450 —17 —21 —4 
9,449 81,112 8,580 +10 +13 +3 
2,646 205,860 18,030 —8s8 —10 —!l 
- 230,557 1,398,113 6,060 —l1 af +1 


Number 
Berkeley District .. 


United States ... 


y+. se talied Sanne oes orig eh of Agriculture, Farm Credit Administration, 
Farm Mortgages Recor Third Quarter, 1954. 
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Farmers’ Asset Values and Equities Changed 
Little in 1954 


During 1954, several classes of physical farm assets 
apparently showed some decline in value, nationally as 
well as within the District, but these were about offset 
by increases in values of other types of assets. Per acre 
land values of District farmland declined another 2 per- 
cent in the year ending November 15, 1954 (Table 11). 
Declines of as much as 6 percent occurred in some Dis- 
trict states, but in California land values increased slight- 
ly. A small gain also appears to have occurred nation- 
ally, primarily on the basis of strengthening prices in 
Corn Belt states. 


With increased use of machinery, investment in assets 
of this type have become of increasing importance in the 
financial structure of American farms. Since 1951 pur- 
chases of farm machinery and equipment have declined. 
In 1954 new purchases and replacements of such machin- 
ery and equipment may not have been large enough to 
offset completely depreciation and obsolescence. Total in- 
ventory value of District crops probably is under the 


Tas_e 11 


Inn—ExX NuMBERS OF FARM VALUE Per Acre INCLUDING 
IMPROVEMENTS, TWELFTH District AND UNITED STATES 
NoveMBerR 1953 anp 1954 
(1947-49 = 100) 


November Percent 
1954 change 

90 —4,3 

111 —1.8 

—2.0 

—5.7 

—2.0 

—4.1 

+1.1 

—z2.0 


+1.6 


Source: United States Department of Agriculture, Agricultural Research Serv- 
ice, Current Developments in the Farm Real Estate Market, November, 1954. 


November 
1953 


Washington 
Oregon 


Twelfth District 
United States 124 


level of a year earlier because hay supplies are smaller in 
the Northwest and on-farm stocks of wheat are smaller. 
On the other hand, inventory values of District livestock, 
although down from their peak levels of 1952, increased 
slightly in 1954. Numbers of beef cattle on District farms 
increased some during the year and per unit values of 
beef cattle remained about unchanged (Table 5). District 
inventory values of milk cows, hogs, and poultry dropped 
in 1954. But these were more than offset by increases in 
total value of beef cattle and horses. Nationally, the total 
amount of liquid financial assets owned by farmers on 
January 1, 1955, according to estimates of the United 
States Department of Agriculture, was about the same as 
a year earlier. In the aggregate, therefore, farmers’ asset 
values appear to have changed little in the last year. Equi- 
ties of farmers and other owners of farm properties also 
appear to have changed little in 1954 despite declines in 
values of some physical assets and an increase in indebt- 
edness. According to recent estimates, an increase of less 
than 1 percent occurred in equities of the nation’s farm- 
ers, but in the District, equities probably dropped slightly. 
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Little Improvement Expected for Farmers in 1955 


Some small further decline in the total of agricultural 
asset values may occur in 1955, according to the United 
States Department of Agriculture. Farm real estate values 
are expected to drop somewhat further and it is possible 
that, as in 1954, farmers will hold purchase rates of motor 
vehicles and farm machinery below the rates of depre- 
ciation. 

With respect to prices and incomes associated with pro- 
duction of crops and livestock, it must be recognized that, 
despite drought and acreage controls in 1954, supplies 
of agricultural products remain large. Stocks of wheat, 
rye, corn, oats, barley, and other grains were large and 
on January 1, 1955 exceeded those of a year earlier. On 
a Twelfth District basis, stocks of barley have more than 
doubled in the last year, rye supplies are up 50 percent, 
the total supply of oats is more than a third larger, and 
wheat stocks have grown by more than 20 percent. Stocks 
of upland cotton held by the Commodity Credit Corpora- 
tion on January 7 were about 8.5 million bales, up 1.6 mil- 
lion bales from the level of such stocks at the start of the 
1954-55 season. In addition, national supplies of rice are 
so large that acreage allotments and marketing quotas 
have been invoked on rice for the 1955-56 marketing 
season. In addition, acreage restrictions and marketing 
quotas have been intensified on 1955 crop wheat and 
cotton. 


Livestock and poultry on United States farms January 
1, 1955 had increased about 3 percent above year-earlier 
levels. Larger numbers of hogs, cattle, chickens, and tur- 
keys and slight reductions in milk cows and sheep prob- 
ably will result in another boost in output of livestock 
products. Even larger net increases in livestock num- 
bers occurred within the Twelfth District (Table 5). 
Largest District gains were scored by cattle other than 
milk cows, hogs, and turkeys. Despite excessively large 
District and national supplies of dairy products, District 
dairy operators increased dairy cattle numbers 1.5 per- 
cent. 

A number of factors, however, tend to offset partially 
the gloomy picture presented by statistics on crop sup- 
plies and inventory numbers. First of all, indications for 
the next few months point to a high level of economic ac- 
tivity which means a high, and possibly rising, level of 
consumer income and demand for farm products. Sec- 
ondly, prospects appear good for increases in exports of 
some farm products. For the period July-December 1954 
exports of farm products increased 9 percent above a year 
earlier and preliminary data for January suggest a further 
rise. Exports of wheat and cotton may increase in spring 
and summer months, according to the Department of Ag- 
riculture, as much as 15 percent and 20 percent, respec- 
tively. 

A plus factor with respect to exports for the coming 
year is represented by several new Government programs 
designed to stimulate such exports. Under provisions of 
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the Mutual Security Act of 1954, $350 million was pro- 
vided for the sale of surplus commodities for foreign cur- 
rencies. It has been estimated that of the $350 million, 50 
percent will be used for cotton, 30 percent for grains, and 
15 percent for fats and oils. Assistance to export of sur- 
plus farm products also was provided by Title I of the 
Agricultural Trade Development and Assistance Act of 
1954. Shipments under this program began in January 
1955 and programs totaling $453 million are being devel- 
oped for the current fiscal year. It was estimated in the 
President’s report on this program that, of the total ex- 
port market value of commodities sold under the program 
during the current fiscal year, grains will account for 43 
percent, cotton for 28 percent, and tobacco for 14 percent. 
Under Title II of the same act, relief shipments are ex- 
pected to total $150 million during the current fiscal year. 
Barter authority was provided by Title III of the Act 
and in the six months preceding January 1, 1955, $93 
million of agricultural commodities, largely wheat, were 
committed for export under barter arrangements. In ad- 
dition to these, a loan of $15 million was made in mid- 
June, 1954, by the Export-Import Bank to Brazil for the 
purchase of United States wheat, and in July the Bank 
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approved a $60 million loan to Japan for the purchase of 
United States cotton. Through November 1954, disburse- 
ments under these loans totaled $18 million. According 
to a recent release of the Department of Agriculture, 60 
million bushels of CCC-owned wheat were exported be- 
tween July 1, 1954 and February 4 this year under these 
special programs. 

Despite the size and importance of United States pro- 
grams for promoting exports of surplus farm products, 
agricultural exports for 1954-55 were expected to exceed 
those of the previous fiscal year by only a little more than 
10 percent. This, together with the prospective level of 
domestic demand for farm products, tends to indicate that 
little immediate or sustained increase can be expected in 
the average level of farm prices and incomes. Nationally, 
a small additional reduction in cash farm income is ex- 
pected for 1955. For 1954 this total is down 4 percent 
from 1953. With acreage allotments and marketing 
quotas in effect in 1955 for cotton, wheat, and rice, with 
the imposition of farm acreage allotments on sugar beets, 
and with reduced levels of price support in effect in 1955 
on many crops, District cash farm income probably also 
will take another drop in 1955. 
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BUSINESS INDEXES—TWELFTH DISTRICT: 
(1947-49 average—100) 








Industrial production (physical volume)? |nonagri-| Total Car- | Dep't 
Petroleum Wheat mf" g jloadings| store 
Refined|C t Copper#) 


. 
~ 








ploy-| (num- | sales 
ment! ) (value)? 





Waterborne 
foreign 
trade’: ¢ 


Exports 





S8ssesseneseesssa 
ssssasesesy| § 


BERESSeeeeuszessenes 


SSSsSsessess & ssseses 















































BANKING AND CREDIT STATISTICS—TWELFTH DISTRICT 


(amounts in millions of dollars) 
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? Adjusted for seasonal variation, except where indicated. Except for department store statistics, all indexes are based uj upon dv wir from 
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